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PREFACE
The aim o f  t h i s  th e s is  i s  to  study  and analy se  th e  e v o lu tio n  o f 
th e  petro leum  in d u s try  and th e  ro le  o f petroleum  revenue in  th e  develop­
ment o f  modern I r a q .
I  have focused  t h i s  s tudy  upon I ra q  because I  am a c i t i z e n  of 
th a t  coun try , th e re fo re  s t a r t i n g  w ith th e  a s s e ts  o f some knowledge o f 
i t s  h is to ry  and language. The l im ite d  source o f m a te r ia ls  a v a ila b le  in  
th e  U nited S ta te s  on some su b je c ts  has been supplemented by I r a q i  
so u rc e s , which I  have t r a n s la te d ,  when n ecessa ry , from A rabic. I  
worked f o r  th e  Government o f I ra q  in  Baghdad R efinery  f o r  f iv e  y e a rs  
( th e r e fo r e ,  I  b e lie v e  th a t  I  am w ell acquain ted  w ith  th e  petroleum  in ­
d u s try  in  I r a q ) . I  a lso  s tu d ie d  petroleum  economy fo r  a f u l l  y e a r  a t  
th e  U n iv e rs ity  o f  Baghdad, when I  a tten d ed  th e  C ollege o f Economics and 
Commerce th e re .
I ra q  i s  an underdeveloped country  which i s  t ry in g  to  u t i l i z e  i t s  
petroleum  revenues to  develop i t s  economy and, in  tu rn ,  i t s  people and 
t h e i r  s tan d ard  o f l iv in g .  The im portance o f I r a q , as th e  seven th  o i l -  
producing  country  in  th e  w orld , p lays a g re a t  ro le  in  s t im u la tin g  ray 
d e s i re  to  study  t h i s  to p ic .  Above a l l ,  i t  i s  ny duty as a s tu d e n t o f 
Economics and as an I r a q i ,  to  se rve  b o th  Economics and Iraq  when I  de­
v o te  ny tim e to  study  t h i s  p a r t i c u la r  s u b je c t .  I  hope I  wrill be suc­
c e s s fu l  in  d e a lin g  s c i e n t i f i c a l l y  w ith  th e  aim o f  t h i s  th e s i s .
i i i
R eproduced  with perm ission of the copyright owner. Further reproduction prohibited without perm ission.
TABLE OF CONTENTS
Page
PREFACE  .............................................................................................................. 111
LIST OF TABLES.................................................................................................................. v i l
LIST OF FIGURES........................................................................................................  i x
LIST OF MAPS...................................................................................................  X
PART I .  THE IRAQI ECONOMï IN GENERAL, CHARACTERISTICS
AND TRENDS
CHAPTER
I .  INTRODUCTION.....................................................................................................  2
The Pteople o f I ra q
Government and P o l i t i c a l  ^rstem
Education
A g ric u ltu re
S o il
Water
C a p ita l
Land Tenure ^ s te m  
Industry-
N a tu ra l Resources
I I . . THE ECONOMÏ AS OF 19#2...............................................................................  17
N a tio n a l Income o f  I ra q  
P ro d u c tiv ity  o f  Labor Force 
I n d u s t r ia l  P ro d u c tiv ity
iv
R eproduced  with perm ission of the copyright owner. Further reproduction prohibited without perm ission.
C hapter Page
Domestic and F o re ig n  Trade 
A g r ic u l tu ra l  P ro d u c tiv ity
I I I .  OBSTACLES TO ECONOMIC DEVELOPMENT IN 1 9 ^ 2 .......................................
L im ita tio n  on Investm ent C a p ita l
T echno log ica l F a c to rs
The Weakness o f  th e  T axation  System
The S ca le  o f th e  Domestic M arket
In te r n a l  F a c to rs  A ffe c tin g  C a p ita l  Form ation in  I ra q
E x p o rta tio n  o f  Domestic C a p ita l
The Exodus o f  th e  Jews
Investm ent and In c e n tiv e s
BLRT I I .  THE ROLE OF PETROLEUM AS A RESOURCE FOR
ECONOMIC DEVELOPMENT 
IV. EVOLUTION AND HISTORICAL REVIEW OF THE PETROLEUM INDUSTRY
IN IRAQ.....................     59
The S tru g g le  f o r  Petroleum  Concession du ring  th e  Ottoman 
Empire Reign in  I ra q  
The San Remo Agreement 
The Red L ine  Agreement 
Petroleum  Companies in  I ra q  
The 1952 Agreement 
P ip e lin e s  P ro je c ts  
Petroleum  P roduction  
R e f in e r ie s
Petroleum  In d u s try  and Labor R e la tio n s  in  I ra q  
E ffe c t  o f  th e  Petroleum  Revenue on th e  I r a q i  Balance of 
Payments
R eproduced  with perm ission of the copyright owner. Further reproduction prohibited without perm ission.
V I
Chapter Page
The In te r n a t io n a l  T ran sa c tio n  o f  Iraw  and th e  Role o f 
Petroleum
I n te r n a l  Spending and I t s  E ffe c ts  on th e  L ocal Economy -  
Employment
D ire c t  Payment by th e  O il Companies and F in a n c ia l  Help 
to  I r a q
7 . OVERALL ECONOMIC DEVELOPMENT, 19^2-1960 ........................................ 103
The Development Board and I t s  Program 
S tru c tu re  and F un c tio n  o f th e  Development Board 
F inance o f  th e  Development Board 
Development Board P lanning
Im plem entation o f  th e  A g r ic u l tu ra l  and I r r ig a t io n  Program 
Im plem entation o f  S ta te  M anufacturing 
The Economic S i tu a t io n  in  I960 as C on trasted  w ith  1952 
The O v era ll Economic P lan and Aims
VI. CRITICAL EVALUATION AND CONCLUSION.....................................................  lU9
BIBLIOGRAPHY..................................................................................................................  l6 ?
R eproduced  with perm ission of the copyright owner. Further reproduction prohibited without perm ission.
LIST OF TABLES
Table Page
1 . Dr. F en e lo n ’s E stim ate  o f th e  I r a q i  N a tio n a l Income, 1956. . 17
2. Dr, F en e lo n ’s E stim ate  o f th e  N a tio n a l P ro d u c ts , 1956. . . .  18
3 . P er C ap ita  Income, 1953-1956 .................................................................  18
li. P ercen tage  S ec to r o f  I r a q i  N a tio n a l Income f o r  th e  Y ear I960 19
5 . Haseeb’s E stim ate  o f I r a q i  N a tio n a l Income, 1953-1956. . . .  20
6 . N o n -A g ricu ltu ra l Labor Force .................................................................  23
7. S ize  D is tr ib u tio n  o f I n d u s t r i a l  E stab lish m en t, 195L.................. 30
8 . Value o f I r a q ’ s P r in c ip a l  Im ports (Excluding im ports by-
o i l  c o m p a n ie s ) ............................................................................................  33
9 . B a r l ^  E x p o rts , 1953-1960..........................................................................  35
10 . Date E xpo rts , 1953-1960.....................    36
11 . L ive  Animals  ................................................................................................  37
12. C otton E x p o r t s ................................................................................................  37
13 . Wool E x p o r t s .......................................................................................  38
l l i .  T o ta l o f Im ports , E xports and T ra n s its  o f th e  I r a q i  F o re ign
Trade f o r  th e  Y ears 1950-1960.............................................................. 39
1 5 . Land Use: I r a q ,  1956 ..................................................................................  Ul
16 . P ercen tage  o f Land Surveyed and O m ersh ip  o f Land f o r  th e
Year 1951.......................................................................................................... Ul
1 7 . D is t r ib u t io n  o f  H oldings by S ize  in  I r a q .......................................  U2
1 8 . P ercen tage  D is t r ib u t io n  o f Government R e c e i p t s ..........................  52
1 9 . O il P roduc tion  and O il Revenue f o r  th e  Y ears 1928^.1960 . . .  77
20. E xport, Im port-exclud in g  petro leum -and  B alance o f Payments . 92
v i i
R eproduced  with perm ission of the copyright owner. Further reproduction prohibited without perm ission.
V X X l
Table Page
21. In te rn a t io n a l  T ra n sa c tio n s—Ira q  .........................................................  95
22. L ocal E xpend itu res by I ra q  Petroleum  Company, B asrah
Petroleum  Company and Mosul Petroleum  Company, 1938, 19L6 
and I960 .........................................................................................................  97
23. O il Revenue, 1950-1960 ...............................................................................  100
2i|, Development B o a rd 's  E xpenditures f o r  1951-1956 . . . . . . .  108
25. Development B o a rd 's  E xpenditures f o r  th e  1951-1956 Program . 109
26. I r a q i  Development Board 5 -y e a r  (1955-1959) Program ..................  I l l
27. C u ltiv a te d  Land in  1952 and th e  Development B oard’s
E stim ate  o f  Expansion f o r  th e  Y ears I9 6 0 , 1965 and 1975. . 12h
28. F a c ts  o f th e  Economic Growth in  I r a q ,  1953-1961........................... 130
29. Index , F a c ts  o f  th e  Economic Growth in  I r a q ,  1953-1961 . . . 131
30. R a tio  o f E xport/im port (P e rc e n ta g e ) ....................................................  I 3I4
31. Index o f R a tio  o f  E xpo rt/Im port.................................................................. 13li
32. P er C apita  Income ( in  Pounds).  ..................................................... 135
33 . Index of P e r C ap ita  In c o m e .....................     . 135
3U. "Wholesale P r ic e  Index and Cost o f L iv in g  Index f o r
U n sk illed  Labor in  B a g h d ad .......................................................................I 36
R eproduced  with perm ission of the copyright owner. Further reproduction prohibited without perm ission.
LIST OF FIGURES
F ig u re  Page
1 . Index of P o p u la tio n  f o r  th e  Y ears 1 9 ^ 3 -1 9 6 1 .......................  139
2 . Index o f N a tio n a l Income f o r  th e  T ea rs  1953-1961............... lUO
3 . Index o f S ta te  Revenue from O il f o r  th e  Y ears 1953-1961 . . lU l
i;. Index o f E xports f o r  th e  Y ears 1953-1961................................. ll;2
5 . Index o f  Im ports f o r  th e  Y ears 1953-1961................................. Ih3
6 . Index o f th e  R a tio  o f  E xports to  Im ports f o r  th e  Years
1953-1961 .....................................................................................................  Ihh
7 . Index o f th e  C irc u la t io n  o f Currency f o r  th e  Y ears
1953-1961.......................................................................................................  lL5
8. Index of th e  Government Budget f o r  th e  Y ears 1953-1961. . . 11*6
9 . Index o f th e  D inar Value o f  th e  Development Program and
Economic P lan  f o r  th e  Y ears 1953-1961 .........................................  ll*7
10. Index o f P er C ap ita  Income f o r  th e  Y ears 1953-1961, . . . .  11*8
ix
R eproduced  with perm ission of the copyright owner. Further reproduction prohibited without perm ission.
LIST OF MAPS
Map Page
1 . I ra q  and A djo in ing  T e r r i t o r i e s ...................................................................... 72
2. P ipe L ine  Systems ( I ra q  In d u s tiy  O pera tions) ....................................  7h
3 . The Development o f  I r a q ..................................................................................... 120
X
R eproduced  with perm ission of the copyright owner. Further reproduction prohibited without perm ission.
PART I
THE IRAQI ECONOMY IN GMERAL 
CHARACTERISTICS AND TRENDS
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CmPTER I
INTRODUCTION
Ira q  i s  th e  modern name o f  Mesopotamia. I t  has an a re a  o f
172,000 square  m ile s , and a p o p u la tio n  o f  about 7 m il l io n .^  The m ajor
two r i v e r s ,  E uphrates and T ig r i s ,  a re  th e  sou rce  o f l i f e  f o r  th e  peo­
p le  and th e  economy o f  th e  coun try .
I ra q  i s  an a r id  co u n try , in  g e n e ra l, r e c e iv in g  an average p r e c i ­
p i t a t io n  o f 12 in ch es a y e a r .  In  th e  n o rth  and n o r th e a s t  p a r t  o f Iraq
p r e c ip i t a t io n  reach es 1|0 in ch es a y e a r  on th e  high s lo p es o f  th e  mount­
a in s  w hile in  th e  extrem e w est p r e c ip i t a t io n  i s  about 3 inches where 
d e s e r t  c o n d itio n s  p r e v a i l .  T his p a t te rn  o f p r e c ip i ta t io n  has ch a rac ­
te r iz e d  th e  economy o f th e  co u n try . In  th e  n o rth  where r a i n f a l l  i s  
heavy, a g r ic u l tu r e  and f o r e s ts  a re  th e  dominant f e a tu r e .  A nomadic 
type  o f l i f e  predom inates in  th e  w est and th e  sou thw est, w ith  th e  ex­
c e p tio n  o f  th e  v a l le y  o f  T ig r is  and E uphrates where w a te r i s  abundant. 
There we f in d  w ell-developed  a g r ic u l tu r a l  a c t i v i t i e s  which have played 
a g re a t  ro le  in  th e  p a s t econony o f  I r a q ,  f o r  w ater i s  th e  p o te n t ia l  
f a c to r  in  th e  b a s ic  economic development o f th e  coun try .
T o p o g rap h ica lly , I ra q  i s  a coun try  o f low e le v a tio n  descending 
from n o rth  to  so u th  excep t in  th e  n o rth  and n o r th e a s t where we f in d  
th e  high m ountains o f K u rd is tan . The p a t te rn  o f  w atershed and p re c ip i-
^ The World Almanac (New York: 1962), p . 356.
p
^Government o f I r a q ,  M in is tiy  o f  E ducation , S o c ia l and Economic 
C ond ition  in  I r a q  (Baghdad: Government P re s s , 1952), p . l3*
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ta t io n  ch aracter izes the a g r icu ltu ra l a c t iv i ty  o f a country, and we fine
th a t  th e  topography o f  I ra q  c o n tr ib u te d  to  d is t in g u is h in g  the  s o c ia l  anc
th e  economic l i f e  o f th e  people o f I r a q .^
In  th e  low lands and th e  d e s e r t ,  th e  genera l p ic tu re  o f th e  l i f e
o f th e  people i s  dominated by th e  nomadic a c t iv i t y  which lo c a l ly  i s
c a l le d  th e  "Bedouin" o r  t r i b a l  type  o f l i f e .  The mountainous a re a , a lso
2
has a nomadic type  o f  a c t i v i t y  b u t a trans-hum an r a th e r  th an  Bedouin. 
Sheep, g o a ts , camels and c a t t l e  a re  r a is e d  in  th a t  sequence o f  iraportanc 
B a rle y , w heat, maize and sorghum a re  c u l t iv a te d  to  supply  th e  d i e t  o f th  
peop le  along w ith  th e  anim al p ro d u c ts . In  a d d itio n  to  t h i s  s e l f - s u f f i ­
c iency  o f  th e  p ro d u c tiv e  a c t i v i t y  o f  th e  peop le , we f in d  a v e iy  l im ite d  
s c a le  o f tra d e  and exchange among th e  t r i b e s  them selves and between th e  
nomads and the  c i ty  d w e lle rs . In  th e  m ajor c i t i e s  and towns in  I ra q  
most o f  th e  people a re  engaged in  l i g h t  in d u s try ,  h a n d ic ra f t  and t r a d e .  
T his was th e  economic base  o f th e  I r a q i  econony ( i t  s t i l l  i s  in  some 
p lac es )  u n t i l  th e  d isco v e iy  o f  o i l  and th e  r i s e  o f petroleum  p roduction  
in  re c e n t  y e a r s .  Economic a c t iv i t y  s in c e  then  has leaned  toward more 
com plexity  in  th e  economic s t r u c tu r e .  The changes which accompanied 
petro leum  development in  I ra q  w i l l  be considered  in  more d e ta i l  i n  th e  
fo llo w in g  c h a p te rs .
The People o f I ra q
In  g e n e ra l, th e  people  o f I ra q  be long  to  th e  Caucasian ra c e .
^ I b id . , p . II4.
g eo g rap h ica l terra  which means th e  t r a n s f e r r in g  o f th e  nomadic 
peop le  from one m ountain to  th e  o th e r  lo o k in g  f o r  p a s tu re s .
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From th e  p o in t o f  an thropology  we can c la s s i f y  th e  people  o f I ra q  in to  
two m ajor su b -ra c e s :^
1 . The A rabs, who make up th e  m a jo rity  o f  th e  people o f I r a q ,  
belong to  th e  M editerranean  su b -race  and a lso  c u l tu r a l ly  t h ^  a re  con­
s id e re d  a Sem itic  p eo p le .
2 . The K urds, who make up about o n e - f i f th  o f  th e  t o t a l  people 
o f  I r a q ,  belong to  th e  Indo-European su b -ra c e .
Each group speaks a d i f f e r e n t  language and has i t s  own c u l tu r a l
background and s o c ia l  l i f e .  The Arabs l i v e  in  th e  a r id  reg io n s  w hile
th e  Kurds a re  a m ountainous p eo p le . In  a d d itio n  to  th e se  two major
groups o f peop le , we f in d  some o th e r  sm all groups b u t they  a re  not o f
g re a t  s ig n if ic a n c e . These in s ig n i f i c a n t  groups o f  people a re  P e rs ia n ,
2
T urks, and In d ia n s .
Islam  i s  th e  m ajor r e l ig io n  in  I r a q . Both Arabs and Kurds a re  
g e n e ra lly  Moslems. Also th e re  i s  a good number of C h r is t ia n s  in  bo th  
groups. B efore th e  c re a t io n  o f  I s r a e l  th e re  were about 1^0,000 Jew ish 
peo p le , b u t most o f them have s in c e  m igrated  to  I s r a e l .  At th e  p re se n t 
tim e we f in d  only about 10,000 Jews l e f t  i n  I r a q . A lso th e re  a re  some 
pagans who a re  found in  some i s o la te d  and l im ite d  communities in  n o r th ­
ern  I r a q .  The T a z id is  a re  among those  pagans who b e lie v e  and worship 
th e  D evil in  th e  shape o f  a golden s ta tu e  o f  a peacock. The T a z id is  
a re  a sub-group o f th e  Kurds.
The Moslem people  o f I ra q  belong  to  two m ajor s e c ts
^ I b id . ,  p . 56.
M. L a n g l^ ,  The I n d u s t r i a l iz a t io n  o f  I r a q  (Cambridge, Massa­
c h u s e t ts :  Harvard U n iv e rs ity  t’r e s s ,  1962), p.n[)4.
3 lb id .
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1 . Sunni. The Sunni s e c t ,  in c lu d in g  a m a jo rity  o f  whom a re  in  
a g r ic u l tu r e  engage in  a wide v a r ie ty  o f o ccu p a tio n s . They a re  h eav ily  
re p re se n te d  in  governm ent, and most o f  th e  members o f  th e  economic, 
s o c ia l ,  p o l i t i c a l  e l i t e  a re  drawn from them.
2. The S h ia *. C o n s ti tu te  th e  l a r g e s t  s in g le  community in  th e  
co u n try , and i t  i s  g e n e ra lly  b e lie v e d  th a t  th ey  form between 50 and 60 
p e r  c en t o f  th e  t o t a l  p o p u la tio n . They a re  co n cen tra ted  in  th e  c e n tr a l  
and th e  sou thern  p a r t  o f  th e  co u n tiy .
Government and th e  P o l i t i c a l  %-stem
Ira q  was p a r t  o f  th e  Ottoman Empire u n t i l  World War I  when G reat 
B r i ta in  conquered I ra q  in  1917.^
On Ju ly  11, 1921, Emir F a is a l  Ib n -A l-B issa in  was proclaim ed King 
o f I r a q .  In  192^, th e  f i r s t  n a t i o n a l i s t  government was e s ta b lis h e d  by 
th e  Prem ier Abdul Rahman A l-N aqib. During t h i s  p e riod  o f  independence 
I ra q  was under B r i t i s h  m andate, u n t i l  1933 when I ra q  became an indepen­
den t m onarcly. The same y e a r  I ra q  was accep ted  as a member in  th e  Leagu? 
o f  N a tions .
On September 8 , 1933, King F a is a l  I  d ied  in  B erne, S w itzerlan d .^  
He was succeeded by h is  son , crown p r in c e  Ghazi, who was c o n s t i tu t io n ­
a l l y  proclaim ed k ing  o f I ra q  th e  same day. A f te r  King G h az i's  d ea th  by 
c a r  a c c id e n t i n  A p r i l ,  1939, he was succeeded by h is  son , King F a is a l  I I .
F a is a l  I I  th en  was f iv e  y e a rs  o ld , and h is  u n c le  P rince  Abdul I l l a h  was
a
appo in ted  Regent and l a t e r  on Crown Prince.-^
^A. K. A l-G h ita ' ,  O u tlin e  o f Modern I ra q  (London: D iplom atic 
P re ss  and P u b lish e rs , 191:7), P*
2I b id . ,  p . 13. ^ Ib ld . ,  p . 16.
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I ra q  has had more th an  f i f t y  c a b in e ts  s in c e  1921,^ and th e re  have
been two r e v o l ts  p r io r  to  World War I I :  one was in  193U by G eneral Bakir
Sedqi and th e  second in  19bl by Prem ier Rasheed A li A l-G haylan i, a p ro -
PGerman; bo th  r e v o l ts  f a i l e d .
On Ju ly  lU , 19^8, a group o f n a t io n a l i s t  arny o f f ic e r s  se ized  
c o n tro l o f  Baghdad. The King, P rin ce  Abdul I l l a h  and members o f  th e  
rc y a l fam ily  were k i l l e d :  N uri A l-S a ’eed, th e  Prime M in is te r ,  escaped 
b u t was k i l l e d  th e  fo llo w in g  day.
The re v o lu tio n  was planned and le d  by G eneral Abdul Kareem Kassim, 
The aim o f  th e  re v o lu tio n  was to  l i b e r a t e  I ra q  from th e  dom ination o f a 
c o rru p t c liq u e  in s t a l l e d  lay im p e r ia l is ts  and to  p lace  th e  conduct o f  th e  
government in  more r e p re s e n ta t iv e  hands.
A so v e re ig n ty  C ouncil was formed on th e  morning of th e  lU th  o f 
J u ly ,  and th e  l a t t e r  decreed  th e  a b o l i t io n  o f  th e  monarchy and e s ta b ­
lish m en t o f  a r e p u b l ic . ^ A popu lar re p u b lic  was formed to  m ain tain  
I r a q ’s u n ity  and to  e s ta b l is h  f r a t e r n a l  t i e s  w ith  o th e r  Arab c o u n tr ie s .
The new government d ec la red  i t s  in te n t io n  o f p re ss in g  on w ith  
n a tio n a l  development and o f r a i s in g  th e  stan d ard  of l iv in g  o f th e  peo­
p le .  An a g r ic u l tu r a l  reform  p r o je c t ,  in c lu d in g  reform  o f land  te n u re , 
was given p r io r ity ." ^  In d u s try  was to  be encouraged by p ro te c tio n , and
^A. M. K hadouri, Independent I r a q : A Stuc^ o f  I r a q i  P o l i t i c s
s in c e  1932 (London: Oxford U n iv e rs ity  P re s s , 19^1), pp.' 278-280.
^ Ib id . , p . 280.
^Government o f I r a q ,  M in is try  o f Propaganda and B roadcasting , 
f i r s t  M anifesto  o f  th e  R evo lu tion  o f J u ly  l l ; ,  1958 (Baghdad: Government 
P re s s ,  19^8), p . 1 .
k ib ld .
^See C hapter I I  concern ing  A g ra rian  Reform.
R eproduced  with perm ission of the copyright owner. Further reproduction prohibited without perm ission.
7
p r iv a te  c a p i ta l  was to  be a t t r a c te d  from r e a l  e s t a t e  a c t i v i t i e s  to  i n ­
d u s t r i a l  in v estm en t.
E ducation
In  1920, th e re  was no form al ed u ca tio n  in  I r a q .  Those fa m ilie s  
who could a ffo rd  to  do so se n t t h e i r  c h ild re n  to  fo re ig n  sc h o o ls , p a r t i ­
c u la r ly  to  T urk ish  sc h o o ls . In  1920, th e  coun try  had only e ig h ty - fo u r  
prim ary sc h o o ls , a l l  f o r  beys, w ith  363 te a c h e rs  and 6783 s tu d e n ts .
There were a lso  th re e  t ra d e  sc h o o ls , one secondaiy  sch o o l, and one sm all 
law  c o lle g e .^  Higher s tu d ie s  were confined  to  a l im ite d  r e l ig io u s  c irc le  
and s tu d e n ts  s tu d ie d  lo g ic ,  ph ilo sophy , h i s to r y ,  and A rabic l i t e r a t u r e
and grammar. Education proceeded a long  th e  fo llo w in g  l i n e s .  F i r s t ,
th e re  was th e  elem entary  school l a s t i n g  f o r  a  p e rio d  o f s ix  y e a r s .  From 
th e re  s tu d e n ts  were se n t to  secondary schoo ls a t  which th e re  were two 
s ta g e s :  th e  in te rm e d ia te , l a s t i n g  f o r  th re e  y e a rs  and l a t e r  a h ig h er 
secondary school s ta g e , l a s t i n g  f o r  two y e a rs .
Between 1932 and 1950 th e  number o f  schoo ls ro se  from 262 to  1100;
th e  number o f p u p ils  ro se  from 32,750  to  175,000, and th e  number o f 
schoo l te a c h e rs  in c re a se d  from 1 ,325  to  6 ,588 . The number of s tu d e n ts  
ro se  in  1956, 1957 and 1958 to  2:30 , 086 , 1:92,875 and 577,885, r e s p e c t­
iv e ly .  And th e  number o f th e  te a c h e rs  in  th e  same y e a rs  in c re a sed  to  
15 , 207, 16,591  and 20 , 783, r e s p e c t iv e ly .^  At th e  p re se n t tim e th e re  a re
^G reat B r i ta in ,  C o lon ia l A f f a i r s ,  S p ec ia l R eport . . .  to  th e  
League o f  N ations on th e  p ro g re ss  o f I ra q  d u rin g  th e  pe riod  1920-1931 
(London: His M ajes ty ’s N ta tio n e ry  O ff ic e , 1931), p . 22U.
p
In te r n a t io n a l  Bank f o r  R eco n stru c tio n  and Development, Economic 
Development in  I ra q  (B a ltim ore : Johns Hopkins P re s s , 1952), p . 6 f .
^Government o f I r a q ,  M in is try  o f  P lann ing , Annual S t a t i s t i c a l  
R eport (Baghdad: A l-Z ah ra ’ P re s s , i9 6 0 ) ,  Table 87, p.
R eproduced  with perm ission of the copyright owner. Further reproduction prohibited without perm ission.
8
two u n iv e r s i t i e s j  one i s  a s t a t e  u n iv e r s i ty  and th e  o th e r  a p r iv a te  u n i­
v e r s i ty  conducted by th e  American C a th o lic  S o c ie ty .
A g ric u ltu re
A g ric u ltu re  has always been th e  p r in c ip a l  economic a c t iv i t y  o f 
th e  coun try  and s t i l l  employs over 6S p e r  cen t o f th e  w orkers. I t  sup­
p l ie s  th e  n a tio n  w ith  th e  s ta p le s  o f l i f e  and p rov ides lo c a l  in d u s try  
w ith  prim aiy raw m a te r ia ls .  A g r ic u l tu ra l  p ro d u c tiv ity  in  I ra q  i s  low 
because o f  th e  lan d  te n u re  system , th e  la c k  o f  i r r i g a t i o n  f a c i l i t i e s ,  
and th e  l im ite d  u se  o f  f e r t i l i z e r s  and m achinery which n e c e s s i ta te s  a l ­
lowing p a r t  o f th e  lan d  to  l i e  fa llo w  each y e a r .  The M ission o f th e  
In te rn a t io n a l  Bank to  I ra q  in  19^0 emphasized in  t h e i r  re p o r t  t h a t  "any 
development program f o r  I ra q  must obv iously  p u t prim ary emphasis on 
a g r i c u l tu r e .”^
During th e  p e rio d  from 1920 to  19^2, a g r ic u l tu r e  in  I ra q  could 
h a rd ly  be considered  developed. Crop y ie ld s  were g e n e ra lly  low . The 
w a te r supply was f re q u e n tly  inadequate  because o f  th e  absence o f  i r r i ­
g a tio n  p r o je c ts .  A g r ic u l tu ra l  methods were th e  same as thousands o f
y e a rs  ago. Poor d ra inage  had caused s a l i n i t y ,  which in  tu rn  had low ered
2
th e  p ro d u c tiv ity  o f  the land  in  th e  i r r ig a te d  zone.
A g r ic u l tu ra l  p ro d u c ts . R ice i s  th e  main summer crop and i s  grown 
p r in c ip a l ly  in  th e  r i v e r  b a s in  and marsh a re a s .  E xports have h i th e r to  
been sm a ll, as a lm ost th e  t o t a l  p roduction  i s  lo c a l ly  consumed in  I r a q .^
^ In te rn a t io n a l  Bank, Economic Development in  I r a q , p. U.
^See C hapter V concern ing  th e  development o f a g r ic u l tu r e  and 
i r r i g a t i o n  p r o je c ts .
3Government o f I r a q ,  M in is try  o f Economics, S t a t i s t i c a l  A b s tra c t 
(Baghdad: Government P re s s , 195U), p . 226, T able 2 ^
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Tobacco i s  an im portan t summer crop in  I r a q .  Tobacco p roduction  
i s  a  major f a c to r  i n  th e  economy o f  th e  n o rth . P roduction  o f  I r a q i  to ­
bacco in c re a se d  from 2,000 to n s in  1937 to  0 ,8 l6  to n s in  I9$ lt.^  Local 
consumption i s  c u r r e n t ly  about 6 ,000 to n s a y e a r  and th e  su rp lu s  i s  ex­
p o rted  .
V egetables a re  grown in  p rox im ity  to  la rg e  towns b u t a re  no t an 
im p o rtan t item  o f  d i e t  in  th e  c o u n try s id e . The amount o f v eg e tab le s  
grown in  I ra q  i s  no t s u f f i c i e n t  f o r  lo c a l  consum ption. The main ones 
a re  w aterm elons, tom atoes, cucumbers, sp in ach , e g g p la n t, ok ra , tu rn ip s ,  
c a r r o t s ,  cabbage, l e t t u c e ,  and c a u lif lo w e r.
A v a r ie ty  o f  f r u i t s  a re  grown in  I r a q ,  m ostly  in  Sulai-m aniya, 
Baghdad, D iy a la , K arb a la , H il la  and Mosul p ro v in ces . They in c lu d e  pome­
g ra n a te s , o ranges, a p p le s , a p r ic o ts ,  sweet and sour lemons, p e a rs , a l ­
monds, o l iv e s ,  and p is ta c h io  n u ts . In  g e n e ra l, they  a re  consumed lo c a lly
and a re .n o t  o f th e  h ig h e s t q u a l i ty .
I ra q  has lo n g  been th e  forem ost grower o f  d a te s  and e x p o rte r  o f
d a te s  i n  th e  w orld . I t  has about 31,206,000 palms and p rov ides about
2
80 per c e n t o f th e  w o rld 's  d a te s . The annual d a te  crop had averaged
about 3?0>000 to n s . This was in c re a se d  to  about ^00,000 to n s  t y  1958.
The main m arkets f o r  good q u a l i ty  I r a q i  d a te s  a re  th e  U nited Kingdom, 
W estern Europe, N orth America and A u s tr a l ia .  Lower q u a li ty  d a te s  a re  
so ld  in  In d ia ,  E gypt, S ÿ r ia , Saudi A rab ia , South America, and o th e r  
c o u n tr ie s  o f  th e  F ar E as t.
^ I b ld . ,  p . 201.
^Grovernment o f  I r a q ,  D ire c to ra te  G eneral Qf Date A sso c ia tio n , 
I r a q i  D ates C u ltu re , I t i d u s t ^ ,  Trade and D e lic io u s  R eq ip ies (Baghdad; 
Baghdad P r in t in g  ï^ ress, \5 '53)» pp. I î i - l5 .
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The l a r g e s t  and most g e n e ra lly  grown crop i s  b a r le y ,  fo llow ed by 
w heat. These a re  grown in  r a in - f e d  and m arginal a re a s  and in  i r r ig a te d  
la n d s . B arley  i s  th e  only  c e re a l  now exported  in  la rg e  q u a n t i t ie s .  The 
f iv e  p r in c ip a l  buyers o f I r a q i  b a r le y  a re  th e  U nited Kingdom, West Ger­
many, th e  N e th erlan d s , Denmark, and Belgium. There was norm ally a s u r ­
p lu s o f  wheat f o r  e x p o rt b e fo re  World War I I ,  sometimes reach in g  100,000 
to n s . S ince  th e  end o f  th e  war, however, e x p o rts , except in  19^0, have 
been n e g l ig ib le .  As a r e s u l t  o f  bad h a rv e s ts  i n  19U8, 19U9, 19S2 and 
1958, I r a q  has im ported wheat f o r  lo c a l  consum ption.
Animal p ro d u c ts . P r in c ip a l  anim al p roducts exported  a re  wool,
h ides and s k in s . Sheep a re  th e  main source  o f  th e se  p ro d u c ts . Q uanti­
t i e s  exported  v a ry  g re a t ly  from y e a r  to  y e a r .  T his i s  due to  th e  f a c t  
t h a t  sheep a re  v u ln e ra b le  not only  to  d is e a s e , b u t a ls o  to  extrem es of 
w in te r  co ld  and summer d rough t. The g r e a te r  p o rtio n  o f a l l  anim al p rod­
u c ts  i s  consumed lo c a l ly .
S o il
The land  between th e  T ig r is  and Euphrates r iv e r s  i s  regarded  as
one o f th e  most f e r t i l e  land  a re a s  in  th e  w orld . H is to r ic a l ly ,  th e  an­
c ie n t  peop les s e t t l e d  in  t h i s  v a llq y  because o f  th e  f e r t i l e  la n d . Arable 
lan d  in  th e  n o rth e rn  p a r t  o f I ra q  depends m ainly on r a i n f a l l .  The o th e r  
a re a s  depend upon r i v e r  flow  and pump i r r i g a t i o n .  Water wheels and high- 
l i f t  w ater d ev ices  a re  used in  I r a q .  At th e  p re se n t tim e , th e  c u ltiv a te d  
a re a  i s  v e ry  sm all as compared w ith  th e  t o t a l  a re a ,  and even w ith  th e  
t o t a l  a ra b le  a re a .
R eproduced  with perm ission of the copyright owner. Further reproduction prohibited without perm ission.
1 1
Water
I ra q  has two g re a t  r iv e rs^  th e  T ig r is  and th e  E uphrates. T h ^  
s t a r t  i n  T u rk ^  and flow  southward and meet each o th e r  a t  Qurna, a 
c i t y ,  where th ey  form  th e  Shat El-Arab r i v e r  which em pties in  th e  P er­
s ia n  G u lf. The so u th  low land o f I ra q  i s  dominated by many m arshesj 
th e  l a r g e s t  one i s  Hor-El-Mammar. The c e n tr a l  and e a s te rn  p la in s  o f  
I r a q  a re  dependent m ainly upon th e  T ig r is  and i t s  t r i b u t a r i e s :  th e  
G reat Zab, th e  L esse r  Zab, Al-Adaim and D iya lah .^
The im portan t p o in t in  re s p e c t to  th e se  r iv e r s  i s  th e  r e l a t io n ­
sh ip  between th e  a g r ic u l tu r a l  crop c y c le , flo o d s  and p erio d s  o f low 
w a te r. B e t te r  a g r ic u l tu r a l  r e tu rn s  w i l l  r e s u l t  from development o f
s to ra g e  dams, i r r i g a t i o n  p r o je c ts ,  lan d  rec lam atio n  and a g en era l flood  
2
c o n tro l p o lic y .
C a p ita l
I ra q  i s  an underdeveloped co u n try . Domestic sav ings a re  very  
low owing to  th e  poverty  o f  th e  v a s t  m a jo rity  o f th e  p o p u la tio n  and th e  
very  low p ro d u c tiv ity  pe r c a p i ta .  Those w ith  sav ings tend  to  hoard o r 
in v e s t  them in " r e a l  e s ta te  and commerce, which prom ise much q u ick e r and 
h ig h er r e tu r n s ,  r a th e r  than  in  in d u s try  o r a g r ic u l tu r e .  In  a d d itio n  to  
th e  sh o rtag e  o f  dom estic c a p i t a l ,  in adequate  and i n e f f i c i e n t  f in a n c ia l  
i n s t i t u t i o n s  add to  th e  problem o f f in a n c in g  economic development from 
dom estic and governm ental so u rc e s . At th e  p re se n t tim e , however, a
^Government o f  I r a q ,  M in is tiy  o f  E ducation , S o c ia l and Economic 
Development in  I r a q , p . 56.
2See C hapter V I, Development Board, I r r ig a t io n  P r o je c t .
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generous sh a re  of p r o f i t s  from th e  o p e ra tio n  o f  th e  I ra q  petroleum  com­
parer and i t s  su b s id ie s  p rov ides a fund o f c a p i ta l  a v a ila b le  fo r  economic 
developm ent.^
In  t h i s  r e s p e c t ,  i t  seems sa fe  to  say th a t  I ra q  has more money 
2
than  i t  can spend. The country  has enough fo re ig n  exchange derived  
from o i l  revenues f o r  c a p i ta l  in v estm en t. E x te rn a l lo an s  a lso  can be 
considered  as a p o te n t ia l  source  o f c a p i ta l .  F o r example, on June l 5 ,  
1950, I ra q  c o n tra c te d  w ith  th e  In te rn a t io n a l  Bank f o r  lo an s  o f  $12.8  
m ill io n  f o r  th e  com pletion  o f  th e  T h arth a r P ro je c ts .
The P o in t Four Program o f P re s id e n t Truman played an im portan t 
ro le  in  p ro v id in g  funds to  M iddle E aste rn  c o u n tr ie s ,  in c lu d in g  p ro v id ­
in g  funds fo r  f in a n c in g  some o f th e  developed p ro je c ts  in  I r a q . O ther 
f in a n c ia l  lo an s  may be forthcom ing from th e  U nited N ations and from 
o th e r  f r ie n d ly  c o u n tr ie s  and o rg a n iz a tio n s  o r  from b i l a t e r a l  and r e ­
g io n a l agreem ents.
Land Tenure %rstem
The land  te n u re  system  in  I ra q  i s  a dom inating fo rc e  a f f e c t in g  
income d i s t r ib u t io n ,  because o f  th e  la rg e  p ro p o rtio n  o f  th e  p o p u la tio n  
engaged in  a g r ic u l tu r e  s t i l l  la rg e ly  feu d a l in  c h a ra c te r . T his system  
i s  based on l a r g e - e s t a te  ho ld ings by th e  Sheikhs, Aghas o r  th e  c i ty  n o ta ­
b le s .^  U sually  th e  owners a re  e i th e r  engaged in  some p o l i t i c a l  a c t iv i ty ,
ï f o r  d e t a i l s ,  see  O il Agreement, C hapter 17.
2
Doreen W arriner, Land Reforms and Development in  th e  M iddle E a s t , 
A Study o f  Egypt, S y ria  and I ra q  (London: Royal " In s titu te "  o“f  T n te rn a - 
t io n a l  A f f a i r s ,  V ^ ffT T v -  131.
^Sheikh means landow ner in  th e  A rabic language and Agha a lso  means 
landow ner in  th e  K urdish language. A lso , see  In te rn a t io n a l  Bank, op. c i t  
p . 1 3 7 -lU t. —  ----
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o r use  th e  income from th e  lan d  fo r  l iv in g  pu rposes, w ithou t c o n tr ib u t­
in g  to  th e  n a tio n a l  econony. C onsequently , t h i s  system  i s  keeping  th e  
m ajor p o r t io n  o f  th e  p o p u la tio n  i l l - f e d ,  i l l -h o u s e d  and i l l - c a r e d  f o r  
in  eveiy  w ^ .
The Sheikhs and r i c h  la n d lo rd s , by th e  n a tu re  o f t h e i r  so c io ­
p o l i t i c a l  power, impose some in f lu e n c e  and in te r f e r e  in  th e  a f f a i r s  of 
s t a t e ,  e s p e c ia l ly  a g a in s t  contem plated re fo rm s.^
Follow ing a r e p o r t  p repared  by S ir  E rnest Downson, th e  I r a q i  Gov-
2
ernment enacted  th e  Land S e ttlem en t Law No. 50 o f 1932. The im portan t 
p ro v is io n  o f th e  Law was th e  e s tab lish m en t o f a number o f so -c a lle d  Land 
S e ttlem en t Committees to  c a rry  o u t a g r ic u l tu r a l  su rv ey s. By th e  end o f 
1953, t i t l e s  to  1 6 , 126,000  h e c ta re s  (h ec ta re s  0 .62 a c re s ) had been s e t ­
t l e d .  As to  th e  d i s t r ib u t io n  o f  th e  s e t t l e d  la n d , th e  a g r ic u l tu r a l  
census o f  1953 showed th a t  e ig h ty - f iv e  thousand h o ld ers  had received  
t i t l e s  o f t h e i r  la n d . G enera lly  speak ing , t h i s  Law did  not so lve  th e  
a g r ic u l tu r a l  problem , and s t i l l  th e  m a jo rity  o f th e  a g r ic u l tu r a l  popula­
t io n  i s  la n d le s s .^
S ince 19li5, th e  government has been a ttem p tin g  to  remedy t h i s  
s i tu a t io n  by s e ttle m e n t schemes on government-owned land  which accounts 
f o r  n e a r ly  tw o - th ird s  o f  th e  s e t t l e d  a re a . In  th a t  y e a r  th e  Duja i l l a
^Lord S a l te r ,  Development o f I ra q  (Baghdad: Middle E ast Export 
P re s s , 1955), p . 5L.
^ S ir  E rn est Downson was c a lle d  by th e  I r a q i  Government to  study  
th e  a g r ic u l tu r a l  lan d  problem in  1932.
% n ite d  N a tio n s , Department of Economic and S o c ia l A f f a ir s ,  
Economic Development in  th e  M iddle E ast (New Yorks 1955), p. 95.
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S e ttlem en t Act Number 23 was passed and in  19U6 was pu t in to  e f f e c t .^  
N a tu ra l ly , th e  b ig  la n d lo rd s  opposed th e  Duja i l l a  schemes and fought 
them b i t t e r l y .  Mr. Baer d e sc rib ed  th e  s i tu a t io n  in  th e  Du j a i l l a  S e t t l e ­
ment P ro je c ts  in  th e  fo llo w in g  manners
• . . The supply  o f lo c a l  Farm w orkers was s e r io u s ly  endan­
gered when 50,000 land  hungry fe l la h e e n  (farm ers) ap p lied  f o r  
th e  1 ,200 Duja i l l a  t r a c t s .  To s t i l l  th e  clamor o f th e  Sheikhs 
o f  f iv e  ne ighboring  t r i b e s ,  th e  government has t i t l e  to  127,680 
dunums earmarked fo r  th e  p r o je c t ,  w hile  only th e  rem aining Iii7,81i0 
dunums were s e t  a s id e  fo r  th e  o r ig in a l  propose. To c re a te  sm all 
h o ld in g s , th e  government had a t  th e  same tim e to  c re a te  o r  c o n so li­
d a te  some very  la rg e  p ro p e r t ie s .  D esp ite  t h i s ,  in  19L6, lo c a l  
S heikhs, i n  o rd e r to  p reven t a movement o f fe l la h e e n  from t h e i r  
e s ta te s  to  Duja i l l a ,  th re a te n e d  to  b reak  t h e i r  dykes, which would 
have flooded  th e  e n t i r e  se t t le m e n t.
However, th e  s e ttle m e n t schemes went on; a t  th e  end o f 195(4, ther€ 
were s ix  p r o je c ts ,  and approxim ately  10,200 farm ers had been s e t t l e d  on
510,000 h e c ta re s . Farmers were organ ized  in to  supply and m arketing co­
o p e ra tiv e s . They were g iven th e  lan d  f r e e  o f r e n t  f o r  te n  y e a rs , a f t e r  
which th o se  who made good were g ran ted  t i t l e  w ithou t charge ,^
In d u stry
The t e x t i l e  in d u s try  has been th e  dominant in d u s try  in  I ra q  in  
th e  n in e te e n th  and tw e n tie th  c e n tu r ie s .  This in d u s try  has su p p lied  a l ­
most a l l  o f  th e  requ irem en ts o f  th e  I r a q i  m arket and th e  Middle E ast 
m ark e ts .
^The Duja i l l a  Scheme was th e  f i r s t  p ro je c t  f o r  lan d  se ttle m e n t 
enacted  by th e  I r a q i  Government. These lan d s  a re  lo c a te d  sou th  of 
Baghdad in  Kut p ro v in ce ,
^G abre il B aer, "The A grarian  Problem in  I r a q ,"  Middle E ast A ffa irs  
I I I  (December, 1952), pp. 390-391.
^U nited N a tio n s , Department o f Economic and S o c ia l A f f a ir s ,  Econo- 
Development in  th e  M iddle E a s t, 1955 (New York; U. N. P u b lic a tio n s , 1956] 
p . 91»
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A fte r  1927 , when o i l  was d iscovered  in  I r a q ,  th e  o i l  companies 
s t a r te d  to  e s ta b l is h  th e  o i l  in d u s try  in  I r a q .  The f i r s t  r e f in e ry  sup­
p ly in g  th e  lo c a l  demand fo r  petroleum  products was b u i l t  in  Khanaqin 
c i ty  in  1927. A nother sm all r e f in e ry  was e s ta b lis h e d  in  Kirkuk c i ty  
a f t e r  World War I I .
New in d u s t r ie s  s ta r te d  to  appear in  th e  coun try  a f t e r  World War 
I I ;  f o r  example, cem ent, c o tto n  g in n in g , s i l k  and f l a x ,  b u ild in g  and 
c o n s tru c tio n , d a te s  and c ig a r e t te  m anufacturing .
G enera lly  speak ing , in d u s try  in  I ra q  was l im ite d  and on a sm all 
s c a le .  T his r e s u l te d  from th e  fo llo w in g  f a c to r s .
1 . Shortage o f  c a p i ta l  and th e  low le v e l  o f dom estic sav­
in g s caused by poverty  and th e  low p ro d u c tiv ity  o f th e  
I r a q i  peop le .
2 . The g e n e ra l la c k  o f i n d u s t r i a l  managers and la c k  o f e n tr e ­
p reneurs .
3 . The backwardness o f a g r ic u l tu r e ,
1̂0 The economic p o l ic ie s  o f  th e  I r a q i  Government d id  no t 
encourage investm en t o f  fo re ig n  c a p i ta l .  (E sp ec ia lly  
s ig n i f ic a n t  was th e  high t a r i f f  ta x  which was imposed 
upon im ported c a p i t a l ) .
However, th e  s i tu a t io n  was a l te r e d  a f t e r  1932 when Iraq  ob tained  
independence and became a member o f  th e  League o f N a tio n s . In  19hO, th e  
I r a q i  Government s t a r t e d  to  encourage dom estic in d u s try  by exempting th e  
i n d u s t r i a l  e n te rp r is e s  from t a r i f f s  and ex c ise  ta x e s , and by g ra n tin g  
th e se  e n te rp r is e s  a f r e e  p lo t  of lan d  on which to  c o n s tru c t a f a c to ry . 
A lso , i n  th e  same y e a r ,  th e  government o f I ra q  c re a te d  th e  D ire c to ra te  
o f I n d u s t r i a l  R esearch  to  guide and g ive  adv ice  f o r  in d u s t r i a l i z a t io n .
IGovernment of I r a q ,  M in is try  o f E ducation , S o c ia l and Economic 
C ond itions in  I r a q , p . IO3 .
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In  19U6, th e  government e s ta b lis h e d  th e  I n d u s t r i a l  Bank, which 
has p layed  an im p o rtan t ro le  in  developing  in d u s try  s in c e  th en . By 
X9Sh) th e re  were 22,ij.60 i n d u s t r i a l  e s tab lish m en ts  w ith  90,391 workers 
in  I r a q .^
N a tu ra l Resources
I ra q  p o ssesse s  v a s t  d e p o s its  o f o i l ,  n a tu ra l  gas and s a l t  which
2
e n te r  as raw m a te r ia ls  in to  many in d u s t r ie s .  G eological surveys have, 
m oreover, lo c a te d  ou tcrops o f  fe r ro u s  and n o n -fe rro u s m etals in  th e  
mountainous a re a  b o rd e rin g  Turkey and I ra q . Coal e x is ts  a t  se v e ra l 
p laces  in  I r a q .  The annual p roduction  has been estim ated  around one 
thousand to n s . The b e s t  q u a l i ty  co a l has been found a t  Shranish  near
3
Zakho c i t y  c lo se  to  th e  I ra q i-T u rk is h  b o rd e rs .
Concerning w ater power, I ra q  p o ssesse s  an a s s e t  which can do 
much f o r  th e  n a tio n  i f  i t  can be developed. There a re  maty w a te r f a l ls  
in  th e  n o rth  and n o r th e a s te rn  p a r ts  o f th e  co u n tiy , a t  Akra, Amadia, 
Sulairaania and o th e r  p la c e s .
^Landley, op. c i t . , p. 90.
^Government o f  I r a q ,  D ire c to ra te  o f In d u s try , The Annual Report 
19^0-19^1 (Baghdad: A l-R a b itta  P re s s , 1 9 5 l) , p . 23.
^ Ib id .
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CMPTER n
THE ECONOMY AS OF 19^2
N atio n a l Income o f I ra q
The f i r s t  e s tim a te  o f I r a q i  pe r c a p ita  n a tio n a l income was made 
hy  th e  S t a t i s t i c a l  O ffice  o f th e  U nited N ations f o r  19^0. The per c a p ita  
income e stim a te  was 30 d in a rs  ($ 8h ).^
The f i r s t  f ig u re s  a v a ila b le  f o r  th e  n a tio n a l income of Iraq  a re  
p io n ee rin g  e s tim a te s  developed by Dr. K. G. Fenelon, who was, u n t i l  r e ­
c e n tly ,  S t a t i s t i c a l  Expert to  th e  I r a q i  Government in  charge o f the  
P r in c ip a l  Bureau o f S t a t i s t i c s  in  Baghdad. Dr. F e n e lo n 's  e s tim ate s  of 
th e  n a tio n a l income and n a tio n a l  product o f I ra q  f o r  th e  y e a r  19^6 are  
as fo llow s :
TABLE I
DR. FENELON»S ESTIMATE OF THE IRAQI NATIONAL INCOME, 1956
Item s I r a q i  d in a r Per cen t 
o f t o t a l
S a la r ie s  and wages 65,1^0,259 22
Earnings in  k ind , s e c to rs  (monetary eq u iv a len t)  38 , 201,000 13
Rents 21,Ul9,0li8 it
P r o f i t s  and in te r e s t s 98,769,780 37
Net o i l  revenue 68,8^3,000 2h
Net N a tio n a l Income 292, 383,087 100
Sources I r a q i  F ed era tio n  o f I n d u s t r ie s ,  a Q uarte rly  Magazine, 
Vol. XXV, No. 3 (August, 1962 ;, p.
^D. G. Adam, I r a q 's  People and Resources (B erkeley ; U n iv e rs ity  of 
o f C a lifo rn ia  P re s s , ' 195W , P* 90.
17
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TABLE 2
DR. FENELON'S ESTIMATE OF THE NATIONAL PRODUCTS, 1 9 #
Item s D inar
Per cen t 
o f  t o t a l
Value added by a g r ic u l tu r e 70 , 022,883 2if
Value added by m anufacture ( in c lu d in g  
b u ild in g  and c o n tra c ts ) 33,711,127 12
Value added by o i l  in d u s try 78 ,2 l8 ,76L 27
Value added ty  housing and o th e r  b u ild in g l8,865,W f8 7
Value added by w holesale  and r e t a i l  t ra d e 30,995,0ifL 11
Value added by t r a n s p o r ta t io n 11, if59,026 if
Value added by s e rv ic e if9,080,if95 17
T o ta l 292 , 383,087 100
Sources I r a q i  F e d e ra tio n  of I n d u s t r ie s ,  p. 7If.
Thus, acco rd ing  to  F e n e lo n 's  e s t im a te s , th e  n a tio n a l income was
292, 383,087 d in a rs  (about $ 8 l9  m ill io n )  in  1 9 # .
Concerning p e r  c a p i ta  income, Dr. Fenelon e s tim a te s f o r  th e  y e a rs
1 9 # - 1 9 #  were as fo llow s?
TABLE 3
PER CAPITA INCOME, 1 9 # - 1 9 #
T ear D inars Value in  D o lla rs
1 9 #  Ifl.9 $ 117.32
1 9 #  16.3 129.6b
1 9 #  Wf.8 125 . if if
1956 U606 130 . if8
Source? I r a q i  F e d e ra tio n  o f  I n d u s t r i e s , p . 78. 
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TABLE h
PERCENTAGE SECTION OF IRAQI NATIONAL INCOME FOR THE TEAR, I960
Item Percentage
O il p roduct 29.1
S e rv ic e s , p r iv a te  and g en era l 26.0
A g ric u ltu re 18,8
In d u s try 7.6
Trade 2.9
B u ild in g s and c o n s tru c tio n If.7
T ra n sp o rta tio n It. 2
O il r e f in in g 3.7
T ota l 100.00
Sources J .  B. E rn e s t, I r a q i  N a tiona l Income (Baghdad; A l-R ab ita  
P re ss , 1961) ,  p . 23 .
H aseeb's e s tim a te  o f th e  I r a q i  n a tio n a l income. Dr. Haseeb, an 
I r a q i  s t a t i s t i c i a n ,  has e stim ated  I ra q  n a tio n a l income a lso  f o r  th e  y e a rs  
1923- 19# .
Table 2 shows Haseeb*s e s tim a te s  of I ra q  n a tio n a l income a t  curreni 
p r ic e s  and a t  co n stan t p r ic e s .  Table 2 a lso  shows th a t  th e  average r a te  
o f in c re a s e  o f th e  p e r  c a p i ta  income between 1923 and 1926 was 8 pe r cen t 
p e r annum a t  c u rre n t p r ic e s  and 3 .7  p e r cen t per annum a t  co n stan t (1923) 
p r ic e s .  The average r a te  o f in c re a s e  o f th e  p o p u la tio n  (compound) du ring  
th e  p e rio d  was 3 .IL  per cen t p e r annum,
A th i r d  e s tim a te  o f I ra q  n a tio n a l  income was made by Dr. F . Q. 
M aniakin, who was c a l le d  by th e  I r a q i  Government to  e s tim a te  th e  n a tio n a l 
income f o r  th e  p e rio d  1926-1960, Dr, M aniakin estim ated  th e  I r a q i  
R e p ro d u c e d  with p erm iss ion  of th e  copyright ow ner.  F u r the r  reproduction  prohibited without perm iss ion .
20 
TABLE 5
HASEEB’S ESTIMATE OF IRAQ NATIONAL INCOME 19^3-19^6
Item s 1953 1951 1955 1956 1953 1951 1955 1956
N atio n a l Income 
(Net n a tio n a l  i n ­
come a t  f a c to r s )
( in  m ill io n  d in a rs )
212.2
1
277.9 296.6 329.7 212.2 275.8 275.7 295.:
N a tiona l Income 
(1953 » 100)
100 111.7 122.5 136,1 100 113.9 113.8 121.5
P opu la tion 5,782 5,962 6 , l l 6 6,3lO 5,780 5,962 6 , l l 8 6,3lC
Per C ap ita  
Income (d in a rs )
11.9 16.6 18.2 52.0 11.9 16.3 11,8 16.6
Per C ap ita  Income 
(1953 « 100) 100 111.2 115.0 121.1 100 110.5 106.9 111.2
Sources K. Haseeb, " Iraq  N a tio n a l Incom e,” I ra q  F ed e ra tio n  of 
I n d u s t r ie s , Vol. IXV, No. 3 (August, 1962), p. 13.
n a tio n a l income as 1:33 m ill io n  d in a rs  ($1,212 b i l l i o n ) ,  and th e  pe r c a p l t  
income as 6k ($180) f o r  th e  y e a r  1960.^
Dr. M aniakin a lso  found th e  percen tage  o f each s e c to r  o f th e  I r a q i  
economy as r e la te d  to  th e  n a tio n a l  income as shown in  Table U.
From th e  above e s tim a te s  o f I r a q i  n a tio n a l income made by D rs. 
F enelon , Haseeb, and M aniakin, re s p e c t iv e ly , we can observe th a t  th e  
I r a q i  n a tio n a l income in c re ased  between 195’1 and I960. The per c a p ita  
income a lso  in c re a se d  du ring  t h i s  p e rio d . A ccording to  the  M aniakin 
e s t im a te s , th e  in c re a s e  o f  p e r  c a p i ta  income was from about 16 d in a rs  
(abou t $128.80) in  1953 to  50 d in a rs  (abou t $ ll0 )  in  1955 and th en  to
^A. H. Z a lz a la , " Ira q  Monetary System Between Two E ra s ,” Commerce, 
No. 2 , Vol. XXIII (Ju n e , I9 6 0 ) , p . 19.
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6U d in a rs  (abou t $ l80) in  I960 . This in c re a se  in  per c a p i ta  income 
r e s u l te d  m ainly from th e  in c re a se  in  o i l  revenues to  the  I r a q i  Govern­
ment and to  improvements in  a g r ic u l tu re  and in d u s try .^
P ro d u c tiv ity  o f  Labor Force
I r a q ,  w ith  a t o t a l  p o p u la tio n  o f approxim ately  seven m ill io n ,
and an a re a  o f 172.000 square m ile s , i s  one of th e  under-populated  coun-
2
t r i e s  in  th e  w orld. The d e n s ity  o f i t s  p o p u la tio n  i s  about t h i r t y
3
persons per square  m ile . Due to  h igh  m o r ta li ty  r a te s  among th e  in fa n ts  
and young c h ild re n , about h a lf  o f th e  p opu la tion  i s  under th e  age of 
tw enty . The p o p u la tio n  o f  I ra q  in c re a s e s  a t  a r a t e  o f one to  one and 
a h a lf  pe r cen t p e r annum.^ T h ere fo re , th e  la b o r  fo rc e  i s  sm all and 
thus th e  p ro d u c tiv ity  o f  th e  la b o r  fo rc e  i s  low in  r e la t io n  to  th e  t o t a l  
p o p u la tio n .
The m ig ra tion  from th e  co u n try s id e  to  c i t i e s  has re c e n tly  been 
very  heavy. M igrant movement from r u r a l  to  urban a re a s  i s  alm ost en­
t i r e l y  confined  to  young m ales. These y o u th fu l m ig ran ts , who a re  p o ten ­
t i a l l y  th e  main sou rce  o f an i n d u s t r i a l  la b o r  fo rc e , a re  unab le  to  f in d  
jobs in  th e  c i t i e s  and towns. Hence, they  a re  i d l e ,  search in g  f o r  em­
ploym ent, l iv in g  in  m isery , begging and s t e a l in g .^
^I b id . ,  p. 20.
^The World Almanac, p . 3$6.
^ "F ac ts  and F ig u ress  I r a q ,"  M iddle East A f f a i r s , I I I  (December, 
1952), pp. 392-39b.
^The I n te rn a t io n a l  Bank, Economic Development o f  I r a q , p . 126. 
d
The b ig  m igran ts a t  th e  p re se n t tim e l iv e  in  an a rea  c a l le d  
"Sarifa"" sou th  o f Baghdad. T his a re a  p re sen te d  th e  f i r s t  problem fa c ­
in g  th e  I r a q i  Government concern ing  th e  dw elling  c r i s i s .
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The main sou rce  o f th e  n a tio n a l  p ro d u c tiv e  power thus becomes 
th e  main source o f unemployment. This re p re se n ts  th e  g re a te s t  econo­
mic lo s s  in  manpower f o r  th e  co u n tiy , f o r  they  do no t produce, b u t they 
do consume.
The w r i te r  o f  t h i s  th e s is  b e lie v e s  t h a t  t h i s  in te r n a l  m alad ju st­
ment re q u ire s  f o r  i t s  s o lu tio n  th e  estab lish m en t of a d i f f e r e n t  e q u i l i ­
brium  between a g r ic u l tu re  and o th e r  occupations in  o rd e r to  reduce th e  
number o f  persons now engaged in  a g r ic u l tu r e .  The economic s o lu tio n  
f o r  t h i s  problem seems to  r e s t  in  th e  in d u s t r ia l iz a t io n  o f th e  coun try .
A g r ic u ltu ra l  manpower. According to  th e  M ission o f th e  In te rn a ­
t io n a l  Bank which v i s i t e d  I ra q  in  19^0, about 90 p e r cen t o f th e  ru ra l  
p o p u la tio n ,^  who c o n s t i tu te  approxim ately  tw o -th ird s  o f th e  t o t a l  popu­
l a t i o n  o f  I r a q ,  a re  l iv in g  d i r e c t ly  on th e  f r u i t s  o f th e  lan d . Moreover,
"many o f th e  in h a b i ta n ts  o f  th e  sm all and even some of th e  la r g e r  towns
2
a re  a lso  engaged in  a g r ic u l tu r e ."
N o n -a g ric u ltu ra l manpower. The M ission o f th e  In te rn a tio n a l  
Bank e s tim a te s  th e  n o n -a g r ic u ltu ra l  la b o r  fo rc e  in  I ra q  a t  a t o t a l  o f 
h^O thousand la b o re r s ,  t h i r t y  thousand of whom a re  women.^ T h ^  a re  
d is t r ib u te d  as in d ic a te d  in  Table 6 .
Commerce i s  th e  l a r g e s t  o ccu p a tio n a l group o th e r  than  a g r ic u l tu r e .  
The m a jo rity  o f  th o se  engaged In  commerce a re  engaged in  th e  w holesale
^According to  th e  Haseeb e s tim a te s , th e  r u r a l  p o pu la tion  o f I ra q  
a t  th e  p re se n t tim e re p re s e n ts  about 65 per cen t o f th e  t o t a l  p o p u la tio n .
^ In te rn a t io n a l  Bank, Economic Development o f I r a q , p . 128.
3 lb id . ,  p . 129.
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
23
TABLE 6
NON-AGRICULTURAL LABOR FORCE 
( in  thousands)
Commerce 110
P ersonal and P ub lic  s e rv ic e 70
M anufacturing and h a n d ic ra f t 75
T ransport hS
Government 55
355
O ther c a te g o r ie s ,  e r ro r s  and om issions 95
T o ta l L50
and r e t a i l  tra d e  o f  a g r ic u l tu r a l  p ro d u c ts . They can be included  in  th e  
f ig u re s  on a g r ic u l tu r a l  manpower, f o r  many o f them a re  casua l a g r ic u l ­
t u r a l i s t s  .
P ersona l and p u b lic  s e rv ic e  in c lu d e s  dom estic s e rv ic e s ,  c a te r in g
and lau n d e rin g . In  th e se  o c cu p a tio n s , women have more o p p o r tu n it ie s  to
work.
Workers engaged in  h a n d ic ra f t  tra d e s  a re  e i th e r  se lf-em ployed o r
a re  a s s i s t a n t s .  Complete d a ta  on t h e i r  number a re  not a v a i la b le .
The t r a n s p o r ta t io n  ca tego ry  in c lu d e s  a l l  th e  government employees 
o f  th e  ra ilw ays and th e  p o r t  of B asrah .
A ccording to  th e  l a s t  annual re p o r t  o f th e  G eneral Department o f 
Labor and S o c ia l "Security  f o r  th e  y e a r  1959, pub lish ed  in  1951, th e  
t o t a l  o f  th e  la b o r  fo rc e  r e g is te r e d  in  2 ,8 lT  i n d u s t r ia l  e n te rp r is e s
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( in c lu d in g  government and o i l  e n te rp r is e s )  reached a f ig u re  o f 69,130 
p e rso n s.^  I f  we compare t h i s  f ig u re  w ith  th e  i n d u s t r ia l  census o f 19Sh, 
th e  t o t a l  number o f persons employed in  i n d u s t r ia l  e n te rp r is e s  ( in c lu d ­
in g  o i l  e n te rp r is e s  and exclud ing  government) reached a f ig u re  of 
10$ , employees in  19$h w ith  a t o t a l  o f 22,h$0  e s tab lish m en ts .^
Income. In  1951, th e  M ission  o f th e  I n te rn a t io n a l  Bank estim ated  
th e  cash  income o f th e  farm  f a m il ie s ,  accoun ting  f o r  over 80 p e r cen t of 
th e  t o t a l  p o p u la tio n  o f  I r a q ,  a t  20 I ra q  d in a r  o r $56 p e r  annum per fam­
i l y .  The M ission expressed  t h i s  p o in t more f u l ly  and c le a r ly  by say ing :
The t o t a l  crop on 25 donums would then  be 7 .5  to n s . Of t h i s  
th e  f e l l a h  would probably  g e t as h is  share  tw o - f i f th s  o r th re e  
to n s , ou t o f  which he has to  r e t a in  seed f o r  th e  nex t y e a r  and 
pay f o r  some h e lp  w ith  th e  th re s h in g  and h a rv e s tin g , in  a l l  
amounting to  o n e -h a lf  to  one ton  more. The ba lance  would thus 
be two to  two and a h a l f  to n s . His fam ily  m ight c o n s is t  o f f iv e  
o r s ix  p eo p le , in c lu d in g  h im se lf , h is  w ife and c h ild re n  and one 
o r  two o th e r  r e l a t i v e s ,  such as h is  p a re n ts  o r an unm arried s i s ­
t e r .  The minimum re ta in e d  f o r  food would be one ton  and, in  
p r a c t ic e ,  i t  i s  p robably  more. He would th u s  have l i t t l e  more 
than  one ton  l e f t  to  s e l l  and he might even have to  keep p a r t  o f 
t h i s  f o r  d r a f t  anim als i f  th ey  a re  unab le  to  f in d  enough s tu b b le  
and o th e r  n a tu ra l  fo d d e r .3
The w holesale  m arket p r ic e  o f g ra in  in  Basrah or Baghdad was 20 
d in a r  o r  $56 per to n  in  1950-1951. The f e l l a h  u su a lly  g e ts  f o r  h is  ton  
l e s s  th an  th e  w ho lesale  p r ic e ,  f o r  he has to  pay t r a n s p o r t ,  bagging, 
w eighing and s to ra g e  c o s ts  *in a d d itio n  to  th e  m erchant’s p r o f i t  and th e  
I s t i h l a k  (consum ption) ta x ,  which i s  le v ie d  on th e  producer in s te a d  o f
^Government i f  I r a q ,  G eneral Department o f Labor and S o c ia l Secur­
i t y ,  The Annual R eport f o r  th e  y e a r  19h9 (Baghdad: Government P re ss , 
1951), p . 1 .
2Government o f I r a q ,  M in is try  o f  Economic P r in c ip le ,  Bureau of 
S t a t i s t i c s ,  R eport on the  I n d u s t r ia l  Census o f I r a q , 195L (Baghdad: 
Government P re s s , lT 5 6 ), p . iB ô.
^ In te rn a t io n a l  Bank/ Economic Development o f I r a q ,  pp. 132-133.
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th e  consum er.^
"The f e l l a h  (fa rm er) u s u a lly  ag rees to  s e l l  h is  to n  a t  a forw ard 
p r ic e  o f  10 d in a rs  ($28) b e fo re  th e  h a rv e s t. Thus, 10 d in a rs  f o r  th e  
w in te r crop and perhaps an o th e r 10 d in a rs  f o r  a sm all summer crop  . . , 
would c o n s t i tu te  h is  t o t a l  cash  income f o r  th e  y e a r ."
The r e a l  income o f th e  f e l l a h  i s  much le s s  th an  h is  cash income, 
f o r  he had to  pay in d i r e c t  ta x e s  on h is  purchases o f su g a r, t e a ,  tobacco 
and t e x t i l e s ,  th e  item s which c o n s t i tu te  alm ost a l l  t h a t  he buys.
At th e  end o f 1950, customs d u tie s  on sugar were about one- 
f i f t h  to  o n e -q u a rte r  o f  th e  Baghdad r e t a i l  p r ic e ;  on t e a ,  about 
o n e -s ix th . D uties on t e x t i l e s  a re  a lso  high  . . . ,  w hile  ex c ise  
and o th e r  revenue c o lle c te d  on tobacco a re  a lso  very la rg e .  In  
th e  case  o f b a r le y , th e se  in d i r e c t  ta x e s  on s a le  and purchase 
m ight reduce th e  f e l l a h 's  r e a l  income from h is  s a la b le  su rp lu s  
by as much as o n e - th ird . ^
On t h i s  acco u n t, th e  f e l l a h 's  r e a l  income i s  th ir ty -s e v e n  d o l la r s  
p e r  y e a r—th e  h o u seh o ld 's  p roduction  f o r  consumption being  uncounted. 
T h ere fo re , one m ight say  th a t  th e  m a jo rity  o f th e  people o f I r a q ,  who 
a re  engaged in  a g r ic u l tu r a l  work, a re  l iv in g  in  a non-monetary economy.
The M ission o f  th e  In te rn a t io n a l  Bank in  Iraq  estim ated  incomes 
o f th e  wage e a rn e r  c la s s  a t  $lUO, o r  $175 average p e r y e a r ,  and th e  
ea rn in g s o f  th e  low er s a la r ie d  o f f i c i a l s  w ith  more than  one c h ild  a t  
$1,10 p e r y e a r  ( th e  earn in g s o f  unm arried o r m arried  w ith  le s s  th an  two 
c h ild re n  a re  l e s s  than  t h a t ) .
N early  o n e -h a lf  o f t h i s  cash  income i s  spen t d i r e c t ly  on th e  
purchase o f  r i c e  and b re a d , and on r e n t .^  Over o n e -e ig h th  i s  taken  by
^This ta x  has re c e n tly  been a b o lish e d .
^ I b id . ,  p . 132. 3 r b ld . ,  p . 13ii.
^I b id .
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d i r e c t  and in d i r e c t  ta x e s . The r e s t  ($ l6 2 ) , l e s s  th an  f i f t y  cen ts  a 
day, i s  sp en t on th e  o th e r  s ta p le s  o f  l i f e  and on th e  improvement o f  
th e  w e ll-b e in g  o f  th e  fam ily . The M ission s ta te d :
Above th e se  v a rio u s  c la s s e s  i s  th e  sm all group o f r ic h  
landowners and m erchants. No e s tim a te  o f  th e  p ro p o rtio n  o f 
th e  n a tio n a l  income accru in g  to  t h i s  group i s  p o s s ib le , b u t 
some in d ic a t io n  can be gleaned from th e  f a c t  th a t  a landowner 
in  th e  South norm ally  g e ts  a t  l e a s t  h a lf  th e  n e t v a lu e  o f  th e  
o u tp u t from th e  la n d , w hile  in  in d u s try , p r o f i t s  may exceed 
th e  t o t a l  p a y ro l l . ^
In  I r a q , wages a re  computed p e r day, not pe r hour. The c u rre n t
r a te  o f  wages fo r  c a su a l u n s k i l le d  and s e m i-s k ille d  la b o r  v a r ie s  between
two and e ig h t c en ts  p e r  hour. The h ig h es t wage, be ing  paid  to  meat
s to ra g e  workers o f  fo re ig n  companies, i s  617 f i l s ,  o r  about $1.73 a day,
o r 20 cen ts  p e r hour. The lo w est wage paid to  workers in  the  c o tto n
p re s s in g  in d u s try  i s  70 f i l s ,  o r  l e s s  than  20 cen ts  a day, o r 2 c en ts
p e r hour. The average  wage r a t e  i s  266 f i l s ,  o r  about 75 cen ts  a day,
2
o r  8 c e n ts  per hour.
S k ille d  la b o r  i s  very  sc a rc e  in  I ra q ;  i t s  wage r a te  i s  much 
h ig h er than  th a t  o f  o th e r  k in d s o f la b o r .  In  modem in d u s t r ie s ,  th e  
wages o f s k i l le d  la b o r  may reach  $3 a day, o r 35 c en ts  pe r hour.^  
T h ere fo re , th e  w age-scale  and th e  pe r c a p ita  sh a re  from th e  n a tio n a l 
income, ex cep t th a t  o f th e  m in o rity  o f  landow ners, m erchants and e n tr e ­
p reneur c la s s ,  a re  extrem ely  low in  I r a q .  Even a llow ing  f o r  a low er 
p r ic e  le v e l  in  I r a q ,  th e  l iv in g  s tan d a rd s  a re  low.
^ I b id . , p . 135.
^ Ib id .
^Government o f  I r a q ,  M in is try  o f  S o c ia l A f f a i r s ,  The General 
Department o f Labor and S o c ia l S e c u ri ty , The Annual R eport f o r  th e  
T ea r 19ii9 (Baghdad: Government p r e s s ,  1950), p . 5.
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Rural M ig ra tio n . I f  p o p u la tio n  in  r e l a t io n  to  a rea  i s  s c a rc e , 
la b o r  f o r  in d u s try  i s  abundant and cheap in  I r a q .  The m ig ra tion  of 
r u r a l  people from th e  co u n try s id e  to  towns and c i t i e s  i s  a co n sid erab le  
source o f  cheap la b o r  f o r  in d u s try  i f  i t  i s  employed. These m ig ra tions 
a re  confined  to  a d u lt  males whose la b o r  i s  more e f f i c i e n t  f o r  in d u s try  
than  th a t  o f th e  c h ild re n , women and o ld -aged  who a re  l e f t  behind to  
work on th e  farm s.
A g ric u ltu re  in  backward c o u n tr ie s  cannot r a i s e  th e  l iv in g  s ta n ­
dard o f  people to  th e  le v e l  o f t h a t  o f  more advanced c o u n tr ie s , b u t can 
only keep th e  people a l iv e .  The r i s e  in  th e  s ta n d ard s  i s  a major ta s k  
of in d u s try . In  t h i s  re s p e c t Mr. Jacob V iner s a id ;
I  want to  examine th e  t r u th ,  and i f  t r u e ,  to  consider a g r i ­
c u ltu re  w ith  poverty  and in d u s t r i a l i z a t io n  w ith  p ro sp e r ity  which 
th e  l i t e r a t u r e  o f  "economic development" i n s i s t s  upon.
That a g r ic u l tu r e  i s  not n e c e s s a r i ly  a sso c ia te d  w ith  poverty  
becomes obvious when one co n sid ers  A u s tr a l ia ,  New Zealand, Den­
mark, o r Iowa and N ebraska. That i n d u s t r ia l iz a t io n  i s  no t neces­
s a r i ly  a sso c ia te d  w ith  p ro s p e r i ty  becomes obvious when one con­
s id e r s  I t a l y  o r S pain .^
The w r i te r  o f t h i s  th e s is  i s  q u i te  s a t i s f i e d  to  s e t  f o r th  th e  
sta tem en t o f Mr. Nurkse as an answer to  t h i s ;
C oun tries l ik e  A u s tr a l ia ,  Denmark and New Zealand a re  some 
tim es c ite d  as h igh ly  p rosperous a g r ic u l tu r a l  c o u n tr ie s , to  d i s ­
prove t h i s  s t a t i s t i c a l  c o r r e la t io n  between th e  degree o f in dus­
t r i a l i z a t i o n  and th e  le v e l  o f per c a p i ta  income in  d i f f e r e n t  
c o u n tr ie s . I t  i s  t r u e  th a t  t h e i r  expo rts  a re  predom inantly 
a g r i c u l tu r a l .  But when we look  a t  t h e i r  in te r n a l  economies we 
f in d  th a t  a g r ic u l tu r e  employs only a m in o rity  about o n e - f i f th  
to  o n e -th ird  o f  t h e i r  working p o p u la tio n . T h e ir  economic a c t i ­
v i t y ,  considered  as a whole, i s  more la r g e ly  in d u s t r ia l  than  
a g r i c u l tu r a l .  A c o u n try 's  fo re ig n  tra d e  does not always r e f l e c t  
th e  c h a ra c te r  o f  i t s  n a tio n a l  econony. The ex p o rts  o f A u s tr a l ia ,  
f o r  example, c o n s is t  alm ost e n t i r e ly  o f  farm  p ro d u c ts , a lthough
^ J , V in e r, I n te r n a t io n a l  Trade and Economic Development (New York 
The Algen P re ss  C o rp o ra tio n , 1952^,™ . '^^.
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only  20 p e r c e n t o f th e  p opu la tion  i s  engaged in  a g r ic u l tu re .
. . .  On th e  o th e r  hand, in  a coun try  l ik e  B o liv ia  th e  mining 
in d u s try  produces over 90 per cen t o f t o t a l  expo rts  b u t em­
p loyees l e s s  th an  3 p e r  cen t o f th e  peop le ; a la rg e  m a jo rity  
o f  th e  p o p u la tio n  i s  in  a g r ic u l tu r e ;  and y e t  th e  country  has 
to  im port fo o d s tu f f s  from ab road ,^
Then, what can be sa id  about I r s q ,  where about 65 per cen t o f 
i t s  p o p u la tio n  i s  engaged in  a g r ic u l tu re  and l iv in g  in  r u r a l  a reas?  Mr. 
V iner h im se lf  gave th e  answer:
I t  i s  undoubtedly t r u e ,  however, th a t  most o f  th e  poo rest 
c o u n tr ie s  have la rg e ly  r u r a l  p o p u la tio n , and th a t  in  most 
c o u n tr ie s  th e  p e r c a p i ta  money incomes o f th e  r u r a l  popu la tion  
a re  low er than  th o se  o f th e  urban p o p u la tio n .^
But Mr. V iner overlooked fa rm e rs ’ s u b s id ie s  in  th e  U nited S ta te s  
o f  America.
Anyway, peop le  do not want on ly  to  l i v e ,  b u t th ey  a lso  want to  
l i v e  w e ll. S ince th e  good l i f e  i s  not in  th e  reach  o f a g r ic u l tu re  in  
I r a q ,  am bitious young people abandon farm s and move in to  c i t i e s  se a rc h ­
in g  f o r  th e  good l i f e  o f  modern in d u s try .
M ig ra tio n ’s e f f e c t  on n a tio n a l income and income d i s t r ib u t io n .
As unemployment o f  th o se  m igran ts i s  avoided by th e  estab lish m en t o f new 
in d u s t r ie s  and th e  expansion o f th e  old  ones, n a tio n a l  income w il l  i n ­
c re a se , though u n p ro p o r tio n a lly  w ith  r e a l  p e rso n a l income. The economic 
and s o c ia l  l in k  between a g r ic u l tu r e  and in d u s try  should be s tren g th en ed  
th e re b y . An in te r n a l  ad justm ent o f la b o r  and a more e q u ita b le  d i s t r ib u ­
t io n  o f  income can be ach ieved . Concerning la b o r  unionism , t h i s  s u b je c t 
w il l  be d iscu ssed  in  C hapter V.
^R. N urkse, P roblems o f  C a p ita l Form ation in  Underdeveloped 
C o u n trie s  (Oxford: B a s il BlacEwell," 19531, p . 5 Ï ,"lTot^e Y.
^V iner, op. c i t . , p . 6Ii.
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In d u str ia l P roductiv ity
In  th e  f i e l d s  o f  m anufacturing  in d u s t r ie s  and h a n d ic ra f ts ,  l e s s  
than  h a l f  o f th e  man-power employed i s  engaged in  h a n d ic ra f ts  p ro p e r.^  
TnHthin th e  i n d u s t r i a l  s e c to r ,  th e  petro leum  in d u s try  dom inates, b u t a 
r a th e r  la rg e  number o f  p eop le—say 10-15,000—a re  employed in  th e  te x ­
t i l e  and l e a th e r  i n d u s t r ie s .  About 6,000 a re  engaged in  th e  p roduction  
o f  b u ild in g  m a te r ia ls ,  w h ile  roughly  U,500  a re  in  th e  food and beverage 
in d u s t r ie s .^  The o i l  in d u s try  a lone  employed about 12,000 workers in  
1952,^ and th is  f ig u re  in c re a se d  trem endously  u n t i l  i t  reached about 
17,000 workers in  19U0.^
A ccording to  th e  I n d u s t r i a l  Departm ent o f th e  I r a q i  M in is try  o f 
Economics in  i t s  re p o r t  f o r  th e  f i s c a l  y e a r  1951-1952, th e  "most im port­
a n t in d u s t r ie s  p r io r  to  1951-1952, in  o rd e r o f in v e s te d  c a p i ta l ,  were 
c o tto n  sp in n in g  and weaving, ta n n in g , b e e r , a lc o h o l, and v eg e tab le  o i l s .
The I n d u s t r ia l  Census o f 195U gave s t a t i s t i c a l  exp ression  to  th e  
c o u n try ’s i n d u s t r i a l  s t a tu s .  The census c o n s is te d  o f f a i r l y  accu ra te  
and com prehensive in fo rm a tio n  on p ro d u c tio n , m aintenance, and r e p a i r  
f a c i l i t i e s  th a t  occupied f ix e d  p lac es  o f b u s in e s s . The t o t a l  number o f 
persons employed in  th e  n o n -o il  s e c to r  was 90 ,291 , w hile  th e  o i l  in d u s try
^C. E. Iv e rso n , A Report on M onetary P o licy  in  I ra q  (Copenhagen: 
E jn a r  Munksgaard P u b lish e rs , 195H7, P- 71.
^ Ib id . ,  p . 7 0 . h h i d . ,  p . 100.
^ Ira q  Labor U nions, Monthly R eport (Baghdad: A l-R a b itta  P re s s ,
I9 6 0 ) , p . l 5 .
^ Iv e rso n , op. c i t . , p . 72.
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a lone  employed l^ ,2 k 9 i  th u s ,  t o t a l  I r a q i  I n d u s t r i a l  employment was 
105,5liO.^
TABLE 7
SIZE DISTRIBUTION OF INDUSTRIAL ESTABLISHMENT, 1951
No. o f 
Workers
No. o f  
E stab lishm en ts
Per cen t 
o f  t o t a l
No. o f 
Workers
Per cen t o f 
T o ta l employees
1 10,157 3 5 .6 10,157 1 1 .5
2 5,651 25.1 11,302 12 .2
3 2,805 \ 1 2 . 1 8,1*15 9 .3
h 1,383 6 .1 5,532 6 .1
5 80lr 3 .5 I*, 020 1*.5
6-9 933 If.l 6,1*55 7 .2
10-19 1*33 2 .0 5,718 6 .3
20-99 199 0 .8 8,185 9 .1
over 100 95 O.lt 30,507 33 .8
T o ta l 22,160 100.0 90,291 100.0
Source: Government o f I r a q ,  M in is try  o f  Economics, Report on th e
I n d u s t r i a l  Census o f I r a q , 195U, p . 101.
T his ta b le  shows th a t  in  195L, I ra q  had 22,U60 in d u s t r i a l  e n te r ­
p r i s e s  j o f  th e s e , 35 p e r  c en t were one-man b u s in e s se s . The ta b le  a ls o  
shows th a t  30,500 people were working in  p la n ts  employing 100 o r  more 
p eo p le . The I n d u s t r i a l  Census o f 195U shows 39,000,000 d in a rs  as th e  
t o t a l  r e c e ip t  o f  a l l  i n d u s t r i a l  e n te rp r is e s  o th e r  th an  o i l  du rin g  195h.^
^Government o f  I r a q ,  M in is try  o f  Economics, R eport on th e  In d u s­
t r i a l  Census o f  I r a q , 19511 (Baghdad: Government P re s s , Ï 9 557, p . 7'6".
^ Ib id . ,  p . 102.
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I t  should be m entioned th a t  th e  pub lish ed  d a ta  a re  not d e ta ile d  
enough to  p erm it a com plete a n a ly s is  by type  o f  in d u s try  o f th e  29L 
p la n ts  employing 20 o r  more w orkers. The in d u s t r ia l  census shows th a t  
Baghdad's in d u s t r ie s  employed 3’3j36? w orkers. The la rg e  firm s account 
f o r  2U p e r  c en t o f I r a q 's  n o n -o il employment and 1|0 per cen t o f  th e  
c o u n try ’s i n d u s t r i a l  r e c e ip t s .^
The average g ro ss horsepower u t i l i z e d  by m achinery was l e s s  than 
n ine  p e r e s ta b lish m e n t. The annual payroo l o f a l l  th e  e n te rp r is e s  gave 
an average o f  6U d in ars^  o r $180, to  each worker in  195U.
G enera lly  speak ing , sp in n in g , weaving, t a i l o r i n g ,  metalwork and 
c a rp e n try  a re  th e  most common ty p es  o f  e s ta b lish m e n t. Thus, as i s  th e  
n a tu re  o f th e  underdeveloped economy, th e  most im portan t in d u s t r ie s  in  
I ra q  a re  th o se  supp ly ing  fo o d s , c lo th in g , and s h e l te r .^  Thus, we can 
say  th a t  th e  low p e r c a p i ta  i n d u s t r i a l  p ro d u c tiv ity  c o n tr ib u te s  to  th e  
low p e r c a p i ta  income.
Domestic and Fore ign  Trade
Next to  a g r ic u l tu r e ,  dom estic t ra d e  i s  th e  second most im portan t 
occupation  in  I r a q .  The system  o f d is t r ib u t io n  o f  goods i s  extrem ely 
w a s te fu l. In  th e  sm all towns and th e  la r g e r  c i t i e s ,  th e re  a re  numerous 
t r a d e r s  and p ed d le rs  w ith  very  sm all s to ck s  o f goods who cannot p o ss ib ly  
earn  more than  a meager income even when th e  m argin o f p r o f i t  i s  h ig h . 
Commerce employs more than  100,000 p eo p le .^  The M ission o f  th e  In te rn a ­
t io n a l  Bank rep o rte d  in  t h e i r  s tu d ie s  about th e  I r a q i  economy th a t :
^I b i d .-, pp. 27-29. ^ I b ld . ,  p . 31.
^ In te rn a t io n a l  Bank, Economic Development in  I r a q , p. l55-
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I ra q  produces most o f  i t s  fo o d , b u t a p a r t  from f u e l ,  tobacco 
and some b u ild in g  m a te r ia ls ,  most o f  i t s  o th e r  requ irem ents 
must be im ported . Even th e  sm all lo c a l  in d u s t r ie s  and handi­
c r a f t s  depend to  some e x te n t on im ported raw m a te r ia ls .  Much 
o f  th e  t ra d e  i s  th e re fo re  fo re ig n  t r a d e .^
Concerning th e  " I r a q i  fo re ig n  t r a d e ,"  i t  can be noted t h a t  l ik e  
many underdeveloped c o u n tr ie s ,  I r a q ’s im ports c o n s is t  mainly o f  manufac­
tu red  p ro d u c ts , w hile  i t s  e x p o rts  c o n s is t  alm ost e n t i r e ly  of prim ary 
p ro d u c ts . In  re c e n t y e a rs  th e  most o u ts ta n d in g  f e a tu re  o f I r a q ’s f o r ­
e ign  tra d e  has been th e  growing im portance o f  o i l  ex p o rts  which, through 
th e  payment o f r o y a l t i e s ,  have helped  to  meet th e  d e f i c i t  in  th e  ba lance  
o f payments.
Im p o rts . Table 8 shows th e  v a lu e  o f  th e  p r in c ip a l  im ports o f 
I ra q  f o r  th e  y e a rs  1938, 19^2, 19^3, 1951;, 1955, 1958, 1959 and I960 .
The ta b le  in d ic a te s  t h a t ,  up to  1955, more than  h a lf  o f th e  im ports were 
consumer goods o f  which t e x t i l e ^ ,  sugar and te a  were th e  most im p o rtan t.
Both soap and m atches a re  made in  I r a q ,  b u t t h e i r  m anufacture 
was, u n t i l  r e c e n t ly ,  a  "backyard" in d u s try  and th e  q u a li ty  o f th e  prod­
u c t  was poor.
¥e should m ention th a t  th e  development expend itu res  on th e  im­
p o r ta t io n  o f  c a p i ta l  goods i s  q u i te  c le a r ,  s in c e  in  19$h th ese  im ports 
exclud ing  th e  o i l  com panies' im p o rts , f o r  th e  f i r s t  tim e exceeded th e  
im ports o f consumer goods. The v a lu e  o f th e se  goods in  195h, f o r  exam­
p le ,  in c re a se d  by 32 .1  p e r c e n t over th e  p rev ious y e a r .
Among th e  le a d in g  c a te g o r ie s  o f  m achinery a re  i r r i g a t i o n  pumps 
and a g r i c u l tu r a l  m achinery; im ports o f  th e  l a t t e r  have g re a tly  in c re ased  
s in c e  th e  war.
^ Ib id .
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TABLE 8
VALUE OP IRAQ’S PRINCIPAL IMPORTS 
(îbcclTiding Im ports by O il Companies)
( In  M illio n  o f  D inars)
1938 1952 1953 195L 1955 1958 1959 I960
Consumer Goods
Sugar 0 .6 6 .3 5 .1 5 .3 5 .3 7 .9 6 .6 8 .0
Tea O.U 3 .5 ii.8 6.U 8.1 5.7 6 .9 8.2
Foods, Beverage
and Tobacco O.U O.U 0 .5 0 .6 0 .6 1 .0 1 .6 2 .1
P iece  Goods 1 .3 8 .1 7 .7 8 .5 8 .6 12 .0 11 .0 13 .0
C lo thes 0 .9 2 .2 2 .0 2 .6 3 .0 l . l 2 ,0 2 .3
Soap and Matches 0 .1 0 .9 0 .7 0 .8 0 .8 1 .0 1 .1 0 .6
E le c t r ic  P roducts - 1 .6 i.U 1 .9 2 .6 3 .0 3 .2 3.3
C a p ita l  Goods
Cement and Timber 0 .5 1 .3 1 .1 1 .5 3 .1 2 .5 2.3 3.1
Iro n  and S te e l 1 .1 8.7 5 .6 6 .8 11.1 9 .0 8.9 9 .1
Trucks and P a r ts 0 .5 3 .8 U.O 5.8 9 .1 8 .1 6 .2 10 .1
Equipment 1 .7 9 .2 10 ,1 11 .2 1 5 .5 17 .1 1 2 .U 16.7
M isce llaneous 2 .0 15 .8 12 .2 15 .6 27.9 15.7 15 .9 1 8 .5
T o ta l 9.1: 61 .8 55.2 67 .2 90.2 8R.6 78.1 93 .0
Sources Government o f I r a q ,  C e n tra l Bank, Q u a rte rly  B u l le t in , 
Januaiy-M arch (Baghdad: Thomas P r in t in g  P re s s , I9 6 0 ) , p . 99,
The m isce llan eo u s c a te g o iy  in c lu d e s  such item s as raw m a te r ia ls  o r 
o th e r  p ro d u cts  used  Un in d u s try ,  g lassw are  and ceram ic p ro d u cts .
The U n ited  Kingdom has been and s t i l l  i s  by f a r ,  th e  most im port­
a n t sou rce  fo r  I r a q 's  im p o rts . She i s  fo llow ed  by th e  U nited S ta te s ,  
Jap an , Ceylon and West Germany, The U nited  Kingdom in  1955 claim ed 
2 ^ .5  p e r  c e n t o f  I r a q 's  im p o rts , th e  U nited  S ta te s ,l5 « 5  p e r  c e n t;  Japan ,
9 p e r c e n t ;  C ey lon ,8 ,U p e r  c e n t and West Germany, 8 ,3  p e r  c e n t ,^  I t  i s
^ I b id . ,  p . 22.
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w orth m entioning th a t  a lthough  Japan  was th e  second l a r g e s t  s u p p lie r  o f 
im ports to  I ra q  p r io r  to  World War 11, th e  U nited  S ta te s  has now taken  
i t s  p la c e .
G enerally  speak ing , th e  v a lue  o f  im ports o f consumer goods reached 
a peak le v e l  in  19^9, amounting to  m ill io n  d in a r s ,  a g a in s t 39.2
m il l io n  d in a rs  in  1958 and an annual average of U2 .I4 m illio n  d in a rs  f o r  
th e  p reced ing  th re e  y e a r s ,  o r  in c re a s e s  o f 19 per c e n t and 10 per c e n t, 
r e s p e c t iv e ly .^
Im ports o f fo o d s tu f f s  had th e  l a r g e s t  sh a re  o f  t h i s  in c re a s e .
T h eir v a lu e  in  1959 amounted to  2l| m ill io n  d in a rs  more th an  th e  annual 
average o f  th e  p rev io u s y e a rs  l e v e l .  The c h ie f  in c re a se  occurred in  
im ports o f  g ra in s ,  whose dom estic ou tpu t d e te r io ra te d  in  th e  1959 se a ­
son; th e  value  o f  such im ports amounted to  5 .9  m ill io n  d in a rs ,  as a g a in s t
only 0 .2  m ill io n  d in a rs  f o r  th e  p rev ious y e a r  and an annual average of
22.1  m ill io n  d in a rs  f o r  th e  p reced ing  th re e  y e a rs .
The v a lu e  o f th e  p r in c ip a l  c a p i ta l  goods continued  to  f a l l  du r­
in g  1959, reach in g  37 m il l io n  d in a r s ,  compared t'd th  hli m illio n  d in a rs  
f o r  th e  p rev io u s y e a r ,  a  d ecrease  o f I 6 p e r  c e n t .
Concerning th e  o i l  companies* im p o rts , th e  v a lu e  o f im ports in  
1959 amounted to  IT m il l io n  d in a r s ,  compared w ith  10 m illio n  d in a rs  in  
1958 (an in c re a s e  o f  70 p e r  cen t)  and w ith  an annual average of 9 .3  m il­
l io n  d in a rs  f o r  th e  y e a rs  1956-1958. The p ro p o rtio n  o f th ese  im ports to  
th e  t o t a l  im ports  was l i | .6  pe r c e n t, compared w ith  9 .1  per cen t f o r  1958 
and an annual average o f  8 p e r cen t f o r  th e  y e a r  1956-1958.^ Most o f
^M. Ac A l-Habeeh, "Trend o f  I r a q i  F o re ig n  T rade ,"  Commerce, No. 3 , 
Vol. XXV (Jan u ary , 1962), p . 9 .
^ ib id . ,  p . 1 1 . 3r b id . ,  p . 1 2 ,
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th e s e  im ports were c a p i ta l  goods employed f o r  th e  purpose o f  in c re a s in g  
th e  p ro d u c tiv e  c a p a c ity  o f th e  o i l  com panies„
Ebrports. G enera lly  speak ing , th e  ex p o rt t ra d e  o f Iraq  has s u f ­
fe re d  a d ep ress io n  s in c e  1952. T his has been m ainly due to  th e  s la ck  
in  world demand f o r  h e r p roducts and th e  consequent f a l l  o f p r ic e  in  
fo re ig n  m arkets. In  a d d it io n , e x p o rtab le  su rp lu se s  o f c e r ta in  p roducts 
have been very  sm a ll, e s p e c ia l ly  a f t e r  th e  expansion o f dom estic consump­
t io n .  The th re e  predom inant groups o f  ex p o rts  a re  d a te s , c e re a ls  and 
anim al p ro d u c ts .
C e re a ls . The l a r g e s t  most g e n e ra lly  grown crop i s  b a rle y , f o l ­
lowed by w heat. These crops a re  grown in  r a in - f e d  and m arginal a re a s  as 
w ell as in  i r r ig a te d  la n d s . Summer c ro p s , except f o r  tobacco , i . e . ,  
r i c e ,  c o tto n , m aize, g ra in s ,  a re  much sm a lle r  and depend very la rg e ly  
on th e  amount o f i r r i g a t i o n  w ater from th e  c a n a ls . The la r g e s t  m arkets 
f o r  I r a q i  b a r le y  a re  In d ia , H olland, Denmark and Saudi A rab ia . Table 
9 shows th e  q u a n t i t ie s  o f b a r l ^  exported  and t h e i r  v a lu e  in  I r a q i  d in a r  
f o r  th e  y e a rs  1953-1960.
TABLE 9 
BARLEY EXPORTS, 1953-1960
T ear Q u an tity  (ton ) Value in  d in a rs
1953 289,823 8,567,033
1951 189,837 8,823,671
1955 320,756 5,951,063
1956 289,191 lf,98L,92L
1957 193,501 2,95l,W f5
1958 313,876 L ,759,535
1959 13,309 8 lL ,l6 l
I960 h37 8,272
Sources Al-Habeeb, Trends o f I ra q  F ore ign  T rade , p. 20, Table 10. 
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D ates » I r a q  has long  been th e  fo rem ost grower and e x p o rte r  of 
palm d a te s  in  th e  w orld . I t  has about 31,260,000 palms and p rov ides 
about 80 p e r c e n t o f th e  w orld ’s d a te s .^  Dates have shared  w ith  c e re a ls  
th e  le a d in g  p lac e  in  I r a q ’s l i s t  o f  e x p o rts . The annual d a te  crop i s  
about 2^0,000 to n s . Date e x p o rts , as shown in  T able 10, have been f lu c ­
tu a t in g  between 200,000 and 280,000 to n s  du ring  th e  y e a rs  1953-1960.
T his i s  due to  th e  v a r ia t io n  in  th e  crop from y e a r  to  y e a r .
TABLE 10 
DATE EXPORTS, 1953-1960
T ear Q uan tity  ( to n s) Value in  I r a q i  d in a r
1953 252,1:93 a , 227,157
1951: 217,887 3 , 525,669
1955 21:8,969 2,8h7,923
1956 263,966 2,167,807
1957 238,085 3 ,a a 6 ,2 l9
1958 239,285 2 , 858,088
1959 281,751 3,819,565
I960 250,611 a,0L8,30a
Sources M. A. Al-Habeeb, Trend of I r a q i  F oreign  T rade, Table 21,
p. 21.
L ive A nim als. The expo rt o f l i v e  anim als i s  composed o f sheep , 
g o a ts  and o th e r  an im als. The l a r g e s t  consumer m arkets f o r  I r a q i  l iv e
^Ckivernment o f I r a q ,  D ire c to ra te  G eneral o f  Date A sso c ia tio n , 
I r a q i  D a tes , C u ltu re , In d u s try , and D e lic io u s  R ecipes (Baghdad: Baghdad 
P r e s s ,’Tl9~55') > pp. l L - 1 ^  A lso , j see  S a l te r ,  op. c l b . , p. 192.
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anim als a re  S y r ia , Saudi A rab ia , Denmark and U nited Arab R epublic. The 
fo llo w in g  ta b le  shows th e  number o f  l i v e  anim als which were exported 
abroad during  th e  y e a rs  19$3-I960.
TABLE 11 
LIVE ANIMALS
Year Number
1953 l,583,!f69
195L 1,562,637
1955 1469,509
1956 130,211
1957 116,676
1958 637 , 0m
1959 55,906
I960 18,312
Source? M. A. Al-Habeeb, Trgids o f I r a q i  Foreign  Trade, Table lU ,
p. 22.
The fo llo w in g  ta b le s  show th e  q u a n t i t ie s  o f co tto n  and wool ex­
po rted  abroad f o r  1953-1960.
TABLE, 12 
COTTON EXPORTS
Year Q uan tity  ( to n s) Value in  I r a q i  d in a r
1953 1372 339,912
1951 1186 289,989
1955 3313 618,878
1956 3868 762,350
1957 1:529 959,112
1958 7351 1 , 320,119
1959 10,163 1 , 519,892
i 960 1793 266,365
Source? M. A, A l-Habeeb, Trends o f I r a q i  F oreign  T rade, Table l 5 ,
p . 23.
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TABLE 13 
WOOL EXPORTS
Y ear Q uan tity Value in  I ra q  d in a r
1953 551t5 1 , 123,593
195L L783 911,118
1955 5787 1,291,302
1956 7630 1 ,608 ,725
1957 5635 1,190,519
1958 8933 1 ,627 , lt76
1959 Ü987 92L,128
I960 1697 913,622
Sources
p . 2ho
M. A. A l-Habeeb, Trends o f I r a q i  F o re ign  Trade, Table I 6 ,
F in a l ly ,  we can conclude th a t  th e  decade from 19^0 to  I960 w it­
nessed a rem arkable in c re a s e  in  th e  n a tio n a l income in  th e  budget o f th e  
I r a q i  Government. T h is in c re a s e  r e s u l te d  from petroleum  revenues r e ­
ceived  a f t e r  th e  s ig n in g  o f th e  19^1-1952 agreem ent between th e  I r a q i  
Government and th e  Petroleum  Companies which was based on ^0-^0 p r o f i t  
sh a r in g .
In  1951, th e  in c re a s e  in  revenue le d  to  an in c re a se  in  th e  im por­
t a t i o n  o f equipment and consumer goods in c lu d in g  s t e e l  p ro d u c ts , m achines, 
au tom ob iles, t ru c k s , lum ber, paper and chem ical p ro d u c ts . On th e  o th e r  
hand, a b ig  d e f i c i t  in  th e  ba lance  o f payments occurred  in  the  y e a r  1952- 
1953 due to  th e  growth in  th e  o p e ra tio n  o f  th e  Development Board p ro je c ts .  
A lso , d u rin g  th e  same p e rio d  o f  tim e , a g radual in c re a s e  occurred in  th e  
im ports  which were m u lt ip lie d  in  1957 from th o se  o f 1950 (see  Table iL ) « 
The p e rio d  from 1958-1960 was d is t in g u is h e d  by an in c re a se  o f 
t r a d e  agreem ents w ith  th e  s o c i a l i s t  c o u n tr ie s . Those agreem ents were 
supposed to  se rv e  th e  purpose o f th e  economic development in  th e  f i e l d
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TABLE lU
TOTAL OF IMPORTS, EXPORTS AND TRANSITS OF THE IRAQI FOREIGN 
TRADE FOR THE YEARS 1950-1960
Year Im ports Exports T ra n s its
1950 37,595 20,051 1,281
1951 50,871 27,010 5,716
1952 61,795 18,775 6,585
1953 68,709 19,069 7,339
195L 72,683 17,973 6,161
1955 97,159 15,915 6,110
1956 113,126 13,168 5,676
1957 121,785 12,880 7,91:7
1958 109,959 lU ,lif8 8,057
1959 116,183 11, If 65 1,669
I960 138,913 7,976 1,791
Sources M, A. Al-Habeeb, Trends o f I r a q i  F ore ign  T rade, Table 23,
p . 31.
o f in d u s try  and a g r ic u l tu r e .  These economic development p ro je c ts  c re a te d  
more need f o r  im p o rta tio n  o f p rim aiy  m a te r ia ls  and equipment from th e  
s o c i a l i s t  and th e  w estern  w orld.
In  a d d it io n , I r a q 's  c la im  th a t  Kuwait i s  an I r a q i  t e r r i t o r y  c re ­
a te d  a s e r i e s  o f  c r i s e s  between I ra q  and many c o u n tr ie s , e s p e c ia l ly  w ith  
th o se  who recogn ized  Kuwait as a sovere ign  s t a t e .  This new s i tu a t io n  a f ­
f e c te d  th e  t r a d e  r e la t io n s h ip  and th e  s iz e  o f th e  I r a q i  tra d e  w ith  th e
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c o u n tr ie s  concerned in  th e  d is p u te .^
In  1959 Kuwait ranked re s p e c t iv e ly  among th e  c o u n tr ie s  im porting  
I r a q i  commodities to  th e  p o in t where i t s  t r a d e  w ith  I ra q  reached 9 .8 l  
p e r c en t o f  th e  t o t a l  I r a q i  e x p o rt. In  I960 t h i s  was in c reased  to  10 .6  
p e r  c e n t, b u t a f t e r  I ra q  claim ed Kuwait in  1961 th e  percen tage  dropped 
g re a t ly  and l a t e r  stopped e n t i r e ly .
Iraq*B ex p o rts  i n  g en era l dropped 37 per cen t in  1959 from th e  
1957 l e v e l .  T his was a  r e s u l t  o f  th e  d ecrease  in  th e  I r a q i  a g r ic u l tu r a l  
p ro d u ctio n  which in  tu rn  r e s u l te d  from bad h a rv e s t and d rough t. A nother 
f a c to r  was th e  governm ent’s d i f f i c u l t i e s  in  app ly ing  th e  A grarian  Reform 
Law,^
A g r ic u l tu ra l  P ro d u c tiv ity
The a g r i c u l tu r a l  econony o f  I r a q . I ra q  i s  predom inantly an a g r i ­
c u l tu r a l  co u n try . About 65 p e r  cen t o f i t s  people d e riv e  t h e i r  l i v e l i ­
hood from farm ing o r  anim al husbandry. With a t o t a l  popu la tion  o f about 
seven m ill io n  and an a re a  o f  172 thousand square m ile s , I ra q  i s  sp a rse ly  
p opu la ted  in  r e la t io n  to  i t s  n a tu ra l  re so u rce s  and has a g re a t p o te n t ia l  
f o r  developm ent.
Table l 5  shows th e  lan d  use  in  I ra q  in  1956.
A g rarian  s t r u c tu r e . G enerally  speak ing , lan d  ownership in  I ra q  
was v e ry  com plica ted  and confused , u n t i l  th e  R evo lu tionary  Government’s 
enactm ent o f th e  A g ra rian  Reform Law in  1958 o rgan ized  and s im p lif ie d
A. A l-H abeeb, o£. c i t . , p . 23.
^I b i d . , p . 32. A lso , see  C hapter ^ I  concerning  th e  A grarian  
Reform Law.
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TABLE
LAND USE; IRAQ, 1956.
Use Area P er cen t o f  t o t a l
A g r ic u l tu ra l  Land 1000 a c res
A rable  lands 15,616 l i t . 3
Fallow  and o rchard 1 3 ,l8 k 12.3
Permanent p a s tu re s 2,162 2 .0
F o re s t and woodlands k,37L L.O
Unused b u t p o te n t ia l ly  c u l t iv a ta b le 29,899 27.2
W asteland, and o th e r 59,793 5If.5
T o ta l 109,712 100.0
Source: U, S, Departm ent o f A g r ic u ltu re , A g ric u ltu re  Development
in  I r a q , I ra n  and Sudan, F ore ign  A g ric u ltu re  R eport Wd. l2  (Wasliinglon,' 
D.C. :  U, S. Government P r in t in g  O ff ic e , O ctober, 1961), p . 21.
i t .  The fo llo w in g  ta b le  shows th e  p ercen tage  of lan d  s u r v i e s  and th e  
ownership o f  lan d  f o r  th e  y e a r  1951.
TABLE 16
PERCMTAGE OF LAND SURVHTED AND OWNERSHIP OF LAND FOR THE TEAR 1951
P ercen tage o f  a rea  surveyed
Land he ld  in  a b so lu te  p r iv a te  ownership (Mamloka) 0 .3
Land re se rv e d  f o r  p u b lic  purposes (Matrouka) 3 .It
Land held  in  t r u s t  f o r  b e n e f i t  o f r e l ig io u s  i n s t i t u t i o n s  (waqf) 1 .2
Land h e ld  in  perm anent te n u re  f o r  s t a t e  w ith  h o ld er ab le  to
s e l l  (M iri-Tapu) l8 .0
Land h e ld  in  perm anent te n u re  f o r  s t a t e  l6 .0
Land b e lo n g in g  a b s o lu te ly  to  th e  s t a t e __________________  61 .1
Source: U.S.D.A. ,  A g ric u ltu re  Development in  I r a q , I r a n , Sudan, p. 28,
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In  1952-19?3j A g r ic u l tu ra l  Census gave th e  fo llow ing  d is t r ib u t io n  
o f  ho ld ings by s iz e  in  I r a q :
TABLE 17
DISTRIBUTION OF HOLDINGS BY SIZE IN IRAQ
S ize  ( in  M ishara)* No. o f Holdings Per cen t
Under k 21,270 1 9 .b
h-20 25,819 20.7
20-100 11,905 33.6
100-600 27,555 22.0
600-2000 3,519 2.8
2000-20,000 1,813 l . h
Over 20,000 10k 0 .1
*M ishara eq u als  l / h  h e c ta re .
Source: U. S. Department of A g r ic u l tu re , A g ric u ltu re  Development
in  I r a q ,  I ra n  and Sudan, p . 28.
B efore th e  enactm ent o f  the  A g rarian  Reform Law by th e  Revolu­
t io n a ry  Government in  1958, a h igh  p e r cen t o f  the  a g r ic u l tu r a l  land  
(ex c lu d in g  th e  sta te -ow ned  lan d ) was owned by r ic h  landow ners, who em­
p loyed th e  e n t i r e  v i l l a g e  p o p u la tio n  as la b o re rs  and sheepherders to  
c u l t iv a te  t h e i r  la n d . The la n d lo rd s  in  r e tu rn  gave t h e i r  su b je c ts  only 
l i t t l e  o f  t h e i r  t o t a l  a g r i c u l tu r a l  o u tp u t. Thus s tan d ard s  o f l iv in g  
and th e  g e n era l h e a l th  o f  th e  p easan ts  were very  much low er than  in  th e  
ne ighbouring  c o u n tr ie s .^
^A lfred  Bonn, The Economic Development o f  th e  M iddle E ast (New 
York: Oxford U n iv e rs ity  P re s s , 19^6), p . 36.
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The income o f  th e  I r a q i  farm er ( f e l l a h )  was extrem ely low s in c e  
he must sh a re  h is  meager h a rv e s t among many p e rso n s .^  Not only does th e  
landowner tak e  a  l i o n ’s sh a re  o f  h is  y i e ld s ,  b u t he has f u r th e r  to  make 
c o n tr ib u tio n s  to  th e  s t a t e  and to  numerous p eo p le , p a r t ly  s e l f - i n s t a l l e d ,  
p a r t ly  r e p re s e n ta t iv e  o f a u th o r i t i e s  and o f  landow ners. The sh a re  which 
th e  farm er u l t im a te ly  r e ta in s  f o r  h im self and h is  fam ily , expressed in  
money te rm s, works o u t a t  6 d in a rs  to  10 d in a rs  annually  in  th e  n o rth e rn  
p a r t  o f  th e  co u n try , and about one and a h a l f  to  tw ice th e se  amounts in  
th e  c e n t r a l  and so u th e rn  p a r t s  o f  th e  co u n try . Thus, we can say th a t  
under th e se  c o n d itio n s , th e  s tan d ard  o f l iv in g  cannot be o th e r  than  ex­
trem ely  p r im it iv e .
In  a d d it io n , a g r ic u l tu r e  in  I ra q  lack ed  farm management. L ive­
s to c k , on th e  o th e r  hand, were ra is e d  w ith  l i t t l e  o r no m edical a t te n t io n  
o r  s p e c ia l  fe e d in g . F r u i t  t r e e s  a re  no t a dominant f e a tu re  in  I ra q  and 
th e  few f r u i t s  grown a re  no t o f  good enough q u a l i ty  f o r  e x p o rta tio n .
Thus, we can say th a t  acco rd ing  to  th e  above s i tu a t io n ,  th e  a g r ic u l tu re  
p ro d u c tiv ity  o f  th e  I r a q i  farm er was low , and t h i s  c o n s titu te d  h is  low 
s tan d a rd  o f  l iv i n g .  T his s i tu a t io n  began to  change in  19^2 when th e  
Government of I r a q  adopted th e  economic development program reg a rd in g
p
th e  developm ent o f  the  a g r ic u l tu r e  s e c to r .  The Government began to  
s e t t l e  a la rg e  number o f p easan ts  in  th e  newly prepared  land  f o r  s e t t l e ­
ment and b u ild in g  b a r ra g e s , and s ta r te d  d rainage  p ro je c ts  fo r  th e  low 
la n d s .
^Among th e  many persons th e  I r a q i  farm er sh a re s  h is  meager h a r­
v e s t  w ith  i s  th e  " S a rk a l” who manages th e  farm .
2gee C hapter VI concern ing  th e  Development Board I r r ig a t io n  Pro-
j  e c t s .
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The A grarian  Reform Law. P r io r  to  and du rin g  th e  R evolution o f 
J u ly  i h ,  1958, th e  predom inant op in ion  was t h a t  th e  land  system in  Iraq  
c o n tr ib u te d  to  th e  sh o rta g e  o f c a p i ta l  in  th e  hands o f  farm ers and p re ­
vented  investm en t by r a i s in g  incomes which were not going to  be used in  
a g r ic u l tu r a l  improvement. Should lan d  reform  be undertaken , th e  e x tra  
money would be l e f t  i n  th e  p o ssess io n  o f th e  peasan t to  improve both 
h is  l i v in g  s tan d ard  and h is  a g r ic u l tu r a l  p ro d u c tio n . The p re v a ilin g  
Inypothesis, m oreover, was th a t  lan d  reform  alone could in c re a se  a g r i ­
c u l tu r a l  o u tp u t even w ith o u t need f o r  investm en t. I f  th e  firm er owned 
th e  l o t  which he c u l t iv a te d ,  t h i s  ownership would provide him w ith  
g re a te r  in c e n tiv e  to  improve th e  land  and he could look  forward to  
h ig h e r p ro d u c tio n .
In  response to  t h i s  g en e ra l a t t i t u d e ,  th e  government o f Iraq
enacted  th e  A grarian  Reform Law o f O ctober, 1958. The main p o in ts  o f
t h i s  Law c a l l  f o r  th e  c re a tio n  o f  a new s t a t e  agency empowered to  l im i t
th e  a g r i c u l tu r a l  lan d h o ld in g  o f  th e  feu d a l landow ners to  1 ,000 dunums
(6 l8  a c re s )  o f i r r ig a te d  lan d  and 2,000 dunums (1,236 ac res ) o f r a in -
fed  la n d . The government promised to  r e d i s t r i b u te  bo th  th e  lan d s se ized
and th e  sta te-ow ned  la n d s  among sm all p easan ts  in  p a rc e ls  of "not l e s s
th an  30 dunums and no t more than  60 dunums o f th e  lan d s  i r r ig a te d  tgr
f r e e  flow  o r  by a r t i f i c i a l  m eans," and double th e  a rea  i f  the  lan d  i s
i r r ig a te d  only by r a in .  The d i s t r ib u t io n  i s  to  be completed w ith in
f iv e  y e a r s .  E stim ation  p r ic e  o f  th e  d is t r ib u te d  land  " s h a l l  be paid
2
o f f  in  equal in s ta l lm e n ts  w ith in  a p eriod  o f 20 y e a r s ."  The expro-
^Government i f  I r a q ,  M in is try  o f A grarian  R efore , Law o f A grarian  
Reform (Baghdad: Government P re s s , O ctober, 1958), p . 1 .
^ Ib id . ,  p . 2.
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p ro p r ia te d  owners s h a l l  be compensated in  tw en ty -year government bonds.
Some o b se rv a tio n s  should be m entioned about th e  r e s u l t s  o f the  
A grarian  Reform Law o f 1958.
P r io r  to  th e  enactm ent o f th e  A grarian  Reform Law, th e  a g r ic u l ­
t u r a l  economy was o rgan ized  to  b e n e f i t  th e  la n d lo rd s . A f te r  th e  e n a c t­
ment o f th e  A g rarian  Reform Law, unexpected c ircum stances have accompan­
ie d  th e  A grarian  Reform. One o f  th e se  c ircum stances was th a t  th e  govern­
ment h a s t i ly  took over th e  lan d  from th e  la n d lo rd s  w ithou t any p rev ious 
study o f  a g r ic u l tu r a l  problem s. The la n d lo rd s , on th e  o th e r  hand, were 
no lo n g e r a b le  to  fu rn is h  seeds o r  lend  money to  t h e i r  farm ers s in ce  
th e re  was no guaran tee  th a t  th ey  would re c e iv e  any th ing  back from th e  
fa rm e rs .^  This d e c is io n  by th e  la n d lo rd s  d i r e c t ly  a ffe c te d  a g r ic u l tu r a l  
ou tpu t which, in s te a d  o f  in c re a s in g , d ec lin ed  f o r  th e  y e a r  1959-1960.
The immediate e f f e c t  o f  the  law  was th a t  th e  p easan ts  became ab le  
to  s e iz e  a  one-season  crop f o r  them selves and thereby  enjoyed an in c re a se  
in  t h e i r  d isp o sa b le  incomes which they  sp en t in s t a n t ly  on improvements 
i n  t h e i r  s ta n d a rd s  o f l i v in g .  They purchased c lo th e s  and fu rn i tu r e ;  
they  m arried  more w ives. Most farm ers l e f t  noth ing  f o r  th e  next s e a ­
so n ’s farm ing expenses. T h e ir  a c tio n  o f  course  re s u l te d  from two 
causes: la c k  o f  e d u ca tio n , and poor guidance from th e  government au­
t h o r i t i e s .  This s i t u a t io n  ( th e  p e riod  between 1958-1960) became th e  
s o c ia l ,  p o l i t i c a l  and econom ical problem fa c in g  th e  new révo lu t io n a iy
^ H o s t i l i ty  between th e  farm ers and th e  la n d lo rd s  was r a is e d , 
e s p e c ia l ly  when th e  farm er f e l t  t h a t  he was f r e e  and became th e  owner 
o f  th e  la n d . Some farm ers a tta c k e d  and burned some la n d lo r d s ’ homes; 
th e  la n d lo rd s  th en  destroyed  t h e i r  w a ter pumping s ta t io n s  and l e f t  
t h e i r  homes to  go to  th e  c i t i e s  to  work in  e s t a t e  and commercial 
b u s in e s s .
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regim e. The t o t a l  a g r ic u l tu r a l  o u tp u t was not enough to  s a t i s f y  th e  
lo c a l  demand. F in a l ly ,  th e  I r a q i  Government took  th e  fo llow ing  s te p s  
to  s e t t l e  th e  a g ra r ia n  problem ;
1 . The Government managed to  have Turkey and Canada f i l l
th e  gap o f th e  I r a q i  market in  wheat and b a r l ^ .
2. The Government was o b liged  by th e  s ta tu s  quo to  s e t
a s id e  a sum o f  3 ,000,000 m illio n  d in a r  ($B~m lllion) to
su b s id iz e  th e  fa rm e rs , 60 d in a r  ($ l68) a p iec e .
A lso , one o f  th e  most im portan t reasons d i r e c t ly  a f f e c t in g  the  
delay  in  th e  d i s t r ib u t io n  o f  th e  land  to  th e  farm ers between th e  period  
1958-1960 was th a t  th e  M in is te r  o f  A grarian  Reform decided to  en ac t th e  
A g rarian  Reform Law acco rd ing  to  M arx ist theory."^ The M in is te r  b e liev ed  
th a t  a f t e r  th e  farm ers became owners o f th e  la n d , they  would belong to  
th e  bourgeo is c la s s .  The M in is te r  o f A grarian  Reform a lso  t r i e d  to  
convince th e  Prime M in is te r  to  h i r e  th e  farm ers to  th e  government i n ­
s te a d  o f to  hold them th e  la n d . The Prime M in is te r , on th e  o th e r  hand, 
r e je c te d  th e  id e a  and a t  th e  same tim e d ischarged  th e  M in is te r  o f A grar­
ia n  Reform. The Government g rad u a lly  s ta r te d  to  d i s t r ib u te  th e  land to  
th e  fa rm e rs .
A t th e  beg inn ing  o f I960 , th e  I r a q i  Government s ta r te d  to  g ran t
farm ers a g r i c u l tu r a l  m achines and im plem ents. The q u a n tity  o f seeds
su p p lied  by th e  M in is try  o f  A grarian  Reform was 20,000 to n s , d is t r ib u te d
among 75,000 fa rm e rs . The number o f  machines s u p p lie s  by th a t  M in is try
2co n sisted  o f  272 pumps, 22h tractors and 55 combines.
At th e  end o f  I960 , th e  a re a  o f lan d  d is t r ib u te d  among farm ers
^Government o f  I r a q ,  C e n tra l Bank o f I r a q ,  Annual R eport, Econo- 
mic S i tu a t io n  in  I ra q  (Baghdad; Government P re ss , l56tT)",' jf. 3h“.
^ Ib id .
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( in  accordance w ith  th e  f i r s t  d i s t r ib u t io n  p lan) amounted to  app rox i­
m ately 825,000 donums (donums equal to  l / h  h e c ta re s )  d i s t r ib u te d  among 
10,672  f a m il ie s .^  The t o t a l  a re a  o f  lan d  proposed to  be d is t r ib u te d  
( in  accordance w ith  th e  second d i s t r ib u t io n  p lan ) amounted to  2 .6  m il­
l io n  donums (m a te r ia ls  a re  no t a v a i la b le  f o r  th e  y e a rs  1961-1962).
I f u iI b i d . , p . 35 .
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CHAPTER I I I  
OBSTACLES TO ECONOMIC DEVELOPMENT IN 19^2
G enera lly  sp eak in g , I ra q  has th e  p o te n t i a l i ty  f o r  economic d ev el­
opment. This p o t e n t i a l i t y  i s  based upon th e  g re a t  revenues which come 
from o i l .  O il revenue p rov ides I ra q  w ith  an adequate source o f c a p i ta l  
fo rm atio n  and fo re ig n  exchange w ith  which i t  can f in an c e  i t s  i n d u s t r i a l ­
iz a t io n  w ithou t much r e l ia n c e  on fo re ig n  investm ent.
I r a q  dom estic c a p i ta l  i s  not scarce  b u t i s  d ire c te d  in to  unpro­
d u c tiv e  purposes r a th e r  than  to  in d u s try j  in  r e a l  e s ta te ,  money le n d in g , 
t r a d e ,  hoard ing , lu x u iy  consumption and o th e r  forms o f investm en ts .
Much o f th e  dom estic sav ings go in to  hoards o f  g o ld , jew elry  and
o th e r  p rec io u s m eta ls  and s to n e s ,^  p a r t ly  due to  th e  p eo p le ’s t r a d i t io n a l
custom s—to  l e t  th e  neighbors know o f  t h e i r  w ealth , and to  be prepared
f o r  th e  ra in y  day—and p a r t ly  due to  th e  la c k  o f p e o p le ’s confidence in
2
t h e i r  lo c a l  government and i t s  f i s c a l  p o lic y . F is c a l  reform s and th e  
s t a b i l i t y  and p ro g re ss  o f  lo c a l  government a re  bound to  r e s to re  p e o p le ’s 
confidence  in  t h e i r  government and induce them to  use  t h e i r  hoards in  
p ro d u c tiv e  e n te r p r is e s .
^H. W. S in g e r, ’’C a p ita l  Requirem ent f o r  th e  Economic Development 
o f  th e  M iddle E a s t ,” M iddle E ast A f f a i r s , I I I  (F ebruary , 1952), pp. 
35-liO.
^ J , B. E rn e s t, ’’F is c a l  P b licy  in  I r a q , ” Commerce, Vol. I l l ,  No.
2 (A p r i l ,  i 960) ,  p . 21. A lso , see  Sidney Sherwood, "Economic Problems 
in  th e  M iddle E a s t , ” M iddle E ast A f f a i r s , Vol. I I  (A p r il ,  1951), pp.
115- 125 .
I18
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L im itation  on Investment C apital
The dom estic sav ings regarded  as a source  o f development funds, 
a r i s e  p r im a rily  from ta x a tio n  and borrow ing. Since I ra q  i s  an under­
developed country  w ith  low income, p ro d u c tiv ity  i s  low. So f a r ,  th e  
incomes o f th e  p o o re r c la s s e s  a re  too  low to  p rov ide  a source o f funds 
f o r  in v es tm en t.^  C onsequently , ta x in g  t h i s  c la s s  has d e le te r io u s  e f f e c ts  
upon bo th  consumer demand and th e  in c e n tiv e  to  work.
The government o b ta in ed  th e  funds f o r  economic development from 
dom estic borrow ing. But. t h i s  source  was not an e f f e c t iv e  f a c to r  in  
p u b lic  f in an c e  in  I r a q .  The h ig h es t amount o f p u b lic  debt was reached 
a t  5 m ill io n  d in a rs  in  1953* D oris Adams suggested  th a t  "dom estic 
sav ing  must be in c re a se d  and d ire c te d  in to  c a p i ta l  form ation  i f  a s e l f -  
s u s ta in in g  p ro cess  o f  economic development i s  to  be i n i t i a t e d ." ^
T echno log ical F a c to rs
The modes o f  p ro d u c tio n , acco rd ing  to  th e  Marxian economic i n t e r ­
p r e ta t io n  o f  h i s to r y ,  a re  th e  b a s ic  de te rm inan ts o f a l l  so c ia l  s t r u c tu r e .  
The technology  o f modern in d u s t r ia l i z a t io n  consequently  determ ines th e  
s t r u c tu r e  o f  modern s o c ie ty .  Modern technology produces a t  one s ta g e  in  
th e  h i s t o r i c a l  p ro cess  th e  c a p i t a l i s t  and th e  working c la s s .^  To put i t  
in  Schum peter's words, " th e  forms o r  c o n d itio n s  o f production  a re  th e
^Adams, o£. c i t . , p . 121.
^ E rn e s t, op. c i t . , p . 3I4.
^Adaras, g o . c i t . ,  p . 123.
^ J .  A, Schum peter, C a p ita lism , S o c ia lism , and Democracy (New 
Y ork: H arper and B ro th e rs , T9li2) , p . l"^
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fundam ental d e te rm in an t o f  s o c ia l  s t r u c tu r e s  which in  tu rn  breed a t t i ­
tu d e s , a c tio n s  and c i v i l i z a t i o n . ”^
An im p o rtan t o b s ta c le  to  economic development and so c ia l p rog ress 
in  I ra q  and th e  o th e r  Arab s t a te s  i s  th e  la c k  o f te c h n ic a l  know-how, and 
o f p roper knowledge to  guide investm ent in to  th e  most a p p ro p ria te  and 
p r o f i ta b le  f i e l d s .
I ra q  la c k s  technology  in  i t s  wide meaning in c lu d in g  techn iques
p
o f  b u s in e ss  o rg a n iz a tio n , accoun ting , banking and commerce. I ra q  lac k s  
su rv ey s, s t a t i s t i c a l  d a ta  and ou tpu t in d ic e s .  Few tra in e d  and e x p e ri­
enced su rv ey o rs , g e o lo g is ts ,  s t a t i s t i c i a n s  o r  s t a t i s t i c a l  c le rk s  a re  
a v a i la b le .  This d e fic ie n c y  has r e s u l te d  in  poor and inadequate  p o licy  
making. I ra q  needs a competent s t a f f  w ith  th e  d e te rm ina tion  to  develop 
th e  economy and w ith  th e  a b i l i t y  to  c o l l e c t ,  analyze and ev a lu a te  a l l  
d a ta  r e l a t i n g  to  th e  economic p o t e n t i a l i t i e s  and problems of th e  coun try . 
Lacking tra in e d  re s e a rc h e rs  and ex ten sio n  w orkers, I ra q  has inadequate  
a d m in is tra t iv e , m anageria l, p ro fe s s io n a l and te c h n ic a l  personnel.
I r a q  la c k s  m anagerial groups ab le  to  sy n th e s ize  th e  v a lu es o f 
economic p ro d u c tiv ity  and te c h n ic a l  e f f ic ie n c y . The sh o rtag e  o f te c h n i­
c ia n s , e x p e r ts , s p e c i a l i s t s , s k i l l e d  and se m i-s k il le d  la b o r  and th e  back­
ward and p r im itiv e  methods and tech n iq u es and equipment used have t h e i r  
adverse  e f f e c t  on economic development and s o c ia l  change. Backward 
methods o f  c u l t iv a t io n  and husbandry, inadequate  i r r i g a t i o n  methods, 
i n e f f i c i e n t  plow s, i n e f f i c i e n t  r o ta t io n  o f  c ro p s , and a lack  o f mechan­
i c a l  equipm ent, t o o l s ,  improved and c la s s i f i e d  seed and f e r t i l i z e r  a re
^ I b id . ,  p . 12.
^ J . A. Schum peter, "T h e o re tic a l Problems o f Economic G row th," 
The Jo u rn a l  o f  Economic H is to ry , Supplement V II (I9 li7 ), p. 3.
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a l l  c r ip p lin g  the econony.^
The la c k  o f m echanization  has i t s  im portan t impact on th e  econo­
mic p ro g ress  o f  a g r ic u l tu r e  and p ro d u ctio n  o f h a n d ic ra f ts .  I r r ig a t io n ,  
a g r ic u l tu r e ,  m ining and many o f th e  o th e r  o p e ra tio n s  a re  s t i l l  la rg e ly  
perform ed by p r im it iv e  methods in v o lv in g  th e  use  o f  human e n e r ^  and 
d r a f t  an im als . Men u s u a l ly  c a r iy  heavy lo ad s  on th e i r  backs f o r  c o n s i­
d e ra b le  d is ta n c e s .  Donkey, mules and d r a f t  ho rses  share  w ith th e  por­
t e r s  th e  ta s k  o f  c a r iy in g  goods.
The Weakness o f th e  T axation  System
One o f th e  c h a r a c te r i s t i c  f e a tu re s  o f  th e  ta x  system  in  Ira q  i s  
th e  overwhelming im portance o f in d i r e c t  ta x e s . They account fo r  70 to  
75 per c en t o f th e  t o t a l  ta x  revenues. The second c h a r a c te r i s t ic  f e a ­
tu r e  i s  th a t  " a g r ic u l tu re  i s  h a rd ly  taxed  a t  a l l  in  s p i te  o f th e  f a c t
th a t  3 o u t o f every  5 in  th e  p o p u la tio n  o f  I ra q  g e t t h e i r  l iv in g  from 
2
a g r i c u l tu r e ."  In  p r in c ip le ,  i n d i r e c t  ta x e s  could be regarded as an ad­
vantage from th e  p o in t o f  view  o f  u s in g  ta x a tio n  as an in strum en t o f 
economic p o lic y .
I n d i r e c t  ta x e s  a re  e a s ie r , to  va iy  a t  sh o r t  n o tic e  than  d i r e c t  
ta x e s . P ro p e rty  and income ta x e s  c o n s t i tu te  only  l 5  p e r cen t o f th e  
t o t a l  ta x  revenue and a n e g lig ib le  p ercen tage  o f  government revenues.
The income o f th e  government i s  not only l im ite d  by th e  low n a tio n a l in ­
come, b u t  a lso  th e  " la rg e  s c a le  ta x  evasion  and ta x  frau d  which accord-
I g .  A. Keen, The A g r ic u l tu ra l  Development o f th e  Middle East 
(London: H. M. S ta tio n e ry  O ff ic e , 19Uè), “p^
^ Iv e rso n , op. c i t . ,  p . 6 l .
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TABLE 18
PERCENTAGE DISTRIBUTION OF GOVERNMENT RECEIPTS
Item s 1938/1939 1950/1951 1951/1952
Customs and ex c ise 12 U2 12
D uties on anim als and a g r ic u l tu r e  
p ro d u c ts
11 15 13
Income ta x 7 13
Pbst -  te leg ram s 3 h 3
Stamps d u tie s 2 2 2
R roperty  ta x ,2 3 2
O ther o rd in a iy  revenue 10 10 16
Loans and r o y a l t ie s 26 17 9
100 100 100
Source: Iv e rso n , M onetaiy P o licy  in  I r a q , p . 6 l .
in g  to  a l l  a v a i la b le  ev idence e x is t  a t  p re s e n t in  I r a q .
C hief among th e  i n d i r e c t  tax e s  which b r in g  high  y ie ld s  to  the  
government have been th e  customs and ex c ise  d u t ie s ,  tax e s  on a g r ic u l ­
t u r a l  p ro d u c ts : farm  p ro d u c ts , d a te s ,  c o tto n , v e g e ta b le , f r u i t s  and 
anim al p roducts lo c a l ly  consumed such as m eat, wool, h id e s , b u t te r  and 
l i v e  an im als.
The income ta x  has grown in  r e l a t i v e  im portance in  re c e n t y e a r s .  
I t  accounted  f o r  about 13 per cen t o f  th e  t o t a l  income o f the  Government 
in  1951-1952, w hile  i t  was k p e r cen t in  1938-1939 and 7 pe r cen t in
^I b id .
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19^0-1951. O rdinary  income ta x e s  and excess p r o f i t  ta x e s  were le v ie d  on 
a very  l im ite d  number o f  income r e c e iv e r s .  Law No. 6? o f  June 1 , 195^, 
re v ise d  th e  I r a q i  income ta x  law s. The new law p rov ides fo r  low ering  
th e  ta x  r a t e  on r e s id e n t s ’ in d iv id u a l  income. I t  in c re a s e s  th e  ta x  r a te  
on n o n - re s id e n ts ’ in d iv id u a l  income in  th e  low er b ra c k e ts , b u t decreases 
i t  in  th e  h ig h e s t b ra c k e t . The new law i s  a stop -gap  measure in  th e  ta x  
red u c tio n  p lan  announced as a p a r t  o f th e  economic program o f th e  govern­
ment which took o f f ic e  in  August 195^.^
P ro fe sso r  Iv e rso n , in  h is  Report on th e  Monetary P o licy  in  I r a q , 
s ta te d  t h a t  "a reform  i s  needed as to  ta x  in c id en c e  and r a t e s .  A more 
e f f i c i e n t  ta x  c o l le c t in g  system  i s  a n ecessa ry  p re re q u is i te  f o r  su ccess­
f u l  a p p lic a t io n  o f  f i s c a l  m easures as in s tru m en ts  in  th e  genera l economic
2p o lic y  o f  th e  c o u n try .”
Among th e  i n d i r e c t  ta x e s , customs d u tie s  and e x c ise  tax e s  a re  th e  
most im p o rtan t. Im port d u t ie s  made up about 21.7 per c en t o f th e  t o t a l  
revenue o f  19^3 and about 30.3  p e r c en t o f  1951|. E xcise d u tie s  on a lc o ­
h o l, s a l t  and tobacco  about 7 .1  p e r cen t o f th e  t o t a l  revenue of 1993 
and about 8 .3  p e r c e n t o f  199b.^
These d u t ie s  ro se  from lb ,8 6 U ,9 l6  d in a rs  in  1992 to  l8 ,9 9 3 ,b 8 9  
d in a rs  in  1993, an in c re a s e  o f 29.2 p e r c e n t. T his in c re a se  i s  a t t r i ­
bu ted  to  th e  expansion o f im ports and to  th e  in c re a s e  o f th e  ex c ise  duty
Ip o r  th e  t e x t  o f  th e  law , see  U. S, Departm ent o f S ta te ,  " Iraq  
Income Tax Laws Amended," F o re ign  S erv ice  D ispa tch , No. 13 (Ju ly  9 , 1999), 
pp. 1-U.
2Iv e rso n , og. c i t . , p . 6b.
^Government o f I r a q ,  C e n tra l Bank, The Annual Report January -  
Dee ember, 1993, o p « c i t ' j  P* 32.
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on d o m es tica lly  produced b e e r .^  The d u tie s  a re  m ainly s p e c if ic  r a th e r  
than  ad valorem , i . e . ,  a re  c a lc u la te d  as a c e r ta in  amount per to n , g a l­
lo n  o r  w hatever th e  p h y s ic a l u n i t  o f th e  goods im ported may be and not 
as a f ix e d  p ercen tag e  o f  th e  va lue  o f  im p o rts . T his causes th e  d u tie s  
to  f a l l  w ith  in c re a s in g  p r ic e s  o f im ports and v ice  v e rsa . The t o t a l  
revenues from d u t ie s  a re  co n cen tra ted  on a few comm odities, namely; 
su g a r, t e x t i l e s ,  t e a ,  au tom ob iles, m atches, rubber (and rubber goods) 
and paper.
The p ro p e rty  ta x  i s  le v ie d  on d w e llin g s , commercial b u ild in g s  
and n o n -a g r ic u ltu ra l  la n d . The r e n ta l  va lue  o f th e se  p ro p e r t ie s  i s  
taxed  a t  a r a t e  o f  10 p e r  cen t w ith  a c e r ta in  ta x  f r e e  minimum.
The S ca le  o f th e  Domestic M arket
The s iz e  o f th e  home market fundam entally  depends upon th e  demand
o f consumers f o r  i n d u s t r i a l  goods r a th e r  than  th e  s iz e  o f th e  p o p u la tion .
Demand, in  tu rn ,  depends upon th e  pe r c a p ita  incomes and th e  s tandard  o f
l iv in g .  Income, in  tu r n ,  a f f e c t s  th e  standard  o f  l iv in g .
P ro fe sso r  Nurkes argues th a t  " th e  l im ite d  s iz e  o f th e  dom estic
m arket in  a low-income coun try  can thus c o n s t i tu te  an o b s ta c le  to  th e
a p p lic a t io n  o f  c a p i ta l  by  any in d iv id u a l  firm  o r  in d u s try  working fo r  
2
t h a t  m ark e t."
At p re s e n t , incomes in  I ra q  a re  extrem ely  low. To in c re a se  i n ­
comes in  g en e ra l i s  to  in c re a se  th e  re tu rn s  o f th e  6^ p e r  cen t o f the  
p o p u la tio n  now engaged in  a g r ic u l tu r e .  The r i s e  in  incomes and l iv in g  
s ta n d a rd s  o f th e  growing number o f i n d u s t r ia l  workers in c re a s e s  t h e i r
l l b i d . , p . % u rk se , ££ . c i t . ,  p . 8.
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demand f o r  b o th  i n d u s t r i a l  and a g r ic u l tu r a l  p ro d u c ts . The in c re a se  in  
demand by poor people f o r  a g r ic u l tu r a l  p roducts  i s  much more than  th a t  
f o r  i n d u s t r i a l  p ro d u c ts . Poor people spend th e  l a r g e s t  p a r t  o f  t h e i r  
income upon food and housing. They spend only between 5 and 10 per cen t 
o f t h e i r  income on m anufactured goods.
In c re a s in g  demand w i l l  r e s u l t  i n  h ig h er p r ic e s  fo r  v e g e ta b le s , 
f r u i t s ,  eggs, m ilk , meat and th e  l i k e .  The in c re a s in g  demand f o r  food 
w il l  promote a good canning in d u s try  f o r  lo c a l  consumption w ith  th e  s u r ­
p lus to  be ex p o rted . A p ro p o rtio n  o f th e  demand o f canning in d u s tr ie s  
f o r  fo o d s tu f fs  can be added to  th a t  o f i n d u s t r ia l  w orkers. M anufactur­
ing  in d u s t r ie s  a ls o  demand raw m a te r ia l ,  a g r ic u l tu r a l  o r m in e ra l. The 
agg rega te  demand fo r  prim ary p roducts  and fo o d s tu f fs  w il l  r a i s e  t h e i r  
p r ic e s  u n t i l  th ey  reach  th e  le v e l  o f th e  m anufactures. At th e  same tim e , 
th e  r i s i n g  p r ic e s  o f  prim ary p ro d u cts  coupled w ith  th e  p o te n t ia l  in c re a se  
in  p o p u la tio n  as a r e s u l t  o f  i n d u s t r ia l  development a re  probably g re a t 
enough to  induce and fo rc e  th e  u t i l i z a t i o n  o f la rg e  a re a s  o f land  and 
la b o r  sav ing  m achinery. The r e s u l t  w il l  be an in c re a se  in  th e  n a tio n a l 
income, e s p e c ia l ly  fo r  th e  people  engaged in  a g r ic u l tu r a l  work. Thereby, 
th e  demand f o r  n e a r ly  a l l  c la s s e s  o f commodities w il l  in c re a se ; th u s , 
th e  home market w i l l  in c re a s e .
In te r n a l  F a c to rs  A ffe c tin g  C a p ita l Form ation in  Iraq
There i s  a s c a r c i ty  o f  dom estic c a p i ta l  fo r  in d u s t r ia l  purposes 
in  I r a q .  This i s  p a r t ly  due to  th e  f a c t  t h a t  th e  I r a q i  in v e s to rs  expect 
a h ig h  r e tu rn  on t h e i r  c a p i ta l .  Hence, th e  la c k  o f in d u s t r ia l  adventure 
accompanied by th e  h igh  c o s t o f c a p i ta l  has re ta rd e d  th e  development o f 
in d u s try  and con fined  i t  to  a sm all e n tre p re n e u ra l c la s s  and to  e n te r -
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p r is e s  which y ie ld  high  p r o f i t s .
Domestic sav ings a re  l o s t  to  th e  country  in  se v e ra l ways: through 
hoard ing , d e p o s itin g  o r  in v e s tin g  ab road , ( f o r  example, in  s t e r l i n g  b a l ­
a n ce s) , lu x u iy  consum ption o f  th e  upper income group, lo s se s  o f  o th e r  
k inds o f  in v estm en t, and th e  exodus o f  th e  Jew s.
E x p o rta tio n  o f Domestic C a p ita l
While dom estic e n te rp r is e  s u f f e r s  from an acu te  need f o r  c a p i ta l ,  
some o f  the  h ig h e r income groups d e p o s it t h e i r  sav ings in  banks o f  f o r ­
eign  c o u n tr ie s  o r  in v e s t  them in  fo re ig n  a s s e t s ,  e s p e c ia l ly  in  th e  U n it­
ed Kingdom, U nited S ta te s  and S w itz e rlan d .^  Mr. S inger has s ta te d :
T his r a i s e s  two thorny  problems f o r  governments concerned: 
how to  g e t hold o f  th e  sav ings o f th e se  upper income groups 
b e fo re  they  go abroad; and how to  g e t hold o f th e  accumulated 
b a lan ces  a lre a d y  ab road . ^
Mr. S inger s t a t e s  th a t  "such a s s e ts  may a lso  add . . . se v e ra l
b i l l i o n  d o l la r s "  to  th e  c a p i ta l  o f  th e  M iddle E as t.
The Exodus o f th e  Jews
A nother f a c to r  causing  a d ra in ag e  o f dom estic savings was th e  
exodus du rin g  1950-1951 o f  more than  a hundred thousand Jews, who so ld  
t h e i r  p ro p e r t ie s  and smuggled th e  money o u ts id e  th e  country  in  d i f f e r ­
en t ways. ^ A ccording to  an e s tim a te  made by th e  deputy D irec to r o f  the  
I r a q i  N a tio n a l Bank, th ey  took  w ith  them c a p i ta l  between $20-30 m il l io n .^
1 2 S in g e r , l o c . c i t . I b id .
3Government o f I r a q ,  The N ationa l Bank o f I r a q ,  Annual Report 
19^1 (Baghdad: Government o f I r a q ,  1952), p. 6 .
k ib id .
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Investment and In cen tives
The inducem ent to  in v e s t  i s  l im ite d  by th e  sm all s iz e  o f th e  
m arket i n  I r a q .  The m arket i s  sm all because o f  th e  poverty  and ig n o r­
ance o f th e  m a jo rity  o f  th e  p o p u la tio n . T h eir poverty  l im i ts  t h e i r  
pu rchasing  power, w hile t h e i r  ignorance  l im i t s  t h e i r  knowledge o f a v a i l ­
a b le  goods e s p e c ia l ly  in  th e  r u r a l  a re a s .
The m arket could  be en larged  and th e  purchasing  power enhanced 
as a r e s u l t  o f  development programs which would induce more investm en t. 
C apacity  to  produce c re a te s  th e  c a p a c ity  to  buy which induces more 
p ro d u c tio n .^
P ro fe sso r Nurkse argues th a t  th e  d i f f i c u l t y  o f  sm all m arkets
would v an ish  in  th e  case  o f  a more o r l e s s  synchronized a p p lic a tio n  of
c a p i ta l  to  a wide range o f  d i f f e r e n t  in d u s t r ie s :  "people a re  working
w ith  more and b e t t e r  to o ls  in  a number o f  complementaiy p ro je c ts  become
2
each o th e r s ' cu stom ers."  He f u r th e r  says th a t  an in c re a se  in  produc­
t io n  over a wide range o f  consum ables, so p ropo rtioned  as to  correspond 
w ith  th e  p a t te rn  o f  consum ers’ p re fe re n c e s , does c re a te  i t s  own demands.
C u rre n tly , I r a q i  in d u s t iy  depends m ainly , sometimes e x c lu s iv e ly , 
on th e  home m arket. The p o s s i b i l i t i e s  f o r  expansion o f  in d u s t r ia l  and 
a g r i c u l tu r a l  p ro d u c tio n  p r im a r ily  depend on p ro g ress  made o u ts id e  the  
i n d u s t r i a l  f i e l d s  in  r a i s in g  th e  volume of purchasing  power of th e  
l a r g e s t  number o f  th e  p o p u la tio n .
Income from o th e r  sou rces such as t r a d e ,  c o n s tru c tio n  t r a n s i t  and 
to u rism  may r i s e  a ls o ,  b u t th e se  c o n tr ib u tio n s  a re  no t la rg e  enough to
% u rk se , 0£ . c i t . , pp. 8 -9 . ^I b i d . ,  p . 11.
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to  a l t e r  th e  p ro sp e c ts  f o r  th e  p re se n t r e la t io n s h ip  between in d u s try  
and a g r ic u l tu r e .
In  I r a q ,  as was th e  case  in  Japan  and Turkey, the  s t a t e  i s  a s ­
suming th e  ta s k  o f  th e  g re a t  in n o v a to r , and in d u s t r ia l  and a g r ic u l tu r a l  
development i s  be ing  planned and c a r r ie d  ou t in  a la rg e  measure by th e  
s t a t e .^  L a te r ,  however, when th e  main o b s ta c le s ,  in c lu d in g  th e  i n i t i a l  
m arket l im i ta t io n ,  a re  overcome, th e  s t a t e  should be ab le  in  many cases 
to  tu rn  over to  p r iv a te  hands th e  p ro je c ts  i t  now s t a r t s .
I ra q  has fo rm u la ted , and i s  a ttem p tin g  to  c a rry  o u t, comprehen­
s iv e  development program s, which can h ard ly  be c a r r ie d  ou t by p r iv a te  
e n te rp r is e  a t  th e  p re s e n t tim e . In  I ra q  th e re  a re  v i r tu a l ly  no domes­
t i c  sa v in g s ; th e re  i s  no t r a d i t i o n  o f  p r iv a te  r is k - ta k in g ;  th e re  i s  
l i t t l e  m anagerial and te c h n ic a l  s k i l l .  Due to  th e  underdevelopment o f 
th e  co u n try  and th e  la c k  o f  s o c ia l  over-head c a p i ta l ,  th e re  i s  sm all 
chance o f  a t t r a c t in g  fo re ig n  c a p i ta l  f o r  development p ro je c ts .  There­
f o r e ,  th e  Government, f e a r in g  th a t  th e  d e s ire d  r a te  o f economic develop­
ment could  no t be c a r r ie d  o u t by p r iv a te  e n te rp r is e  a t  p re se n t, decided 
th a t  th e  s t a t e  should  tak e  th e  le a d  in  th e  development o f th e  coun try , 
e s p e c ia l ly  th e  la rg e  s c a le  p r o je c ts .
The Government o f  I ra q  should  c o -o p e ra te , as soon as p o s s ib le , 
i t s  i n d u s t r ia l  u n d e rtak in g s  w ith  th e  p r iv a te  e n te r p r is e s .  This may ac­
c e le r a te  th e  r a t e  o f  investm en t in  i n d u s t r i a l  u n d e rta k in g s . I t  would 
pave th e  way f o r  e x p lo i t in g  sm all funds owned by th o se  who do not know 
th e  tech n iq u es  o f  e s ta b l is h in g  new i n d u s t r i a l  u n d e rtak in g .
W. Lockwood, The Economic Development o f Jap an ; Growth and 
S t r u c tu r a l  Change: 1868-1938 (W î^ncëton, New Je rse y :  P rin ce to n  U niver­
s i t y  P re s s , 195u) j pp. U99-592.
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PART II
THE ROLE OF PETROLEUIi AS A RESOURCE 
FOR ECONOPIIC DSVELOPNmT
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CHâPTER IV.
EVOLUTION AND HISTORICAL REVIEW OF THE PETROL EDM INDUSTRY IN IRAQ
The S tru g g le  f o r  Petroleum  Concession During th e  Ottoman Empire Reign In  
I r a q .
During th e  Ottoman re ig n , i t  was b e lie v e d  th a t  o i l  d e p o s its  were 
c e r ta in  to  be found in  I r a q ,  p a r t i c u la r ly  in  th e  w il la y e ts  (p rov inces) 
o f Mosul and Baghdad. These d e p o s its  were a government monopoly in  the  
C iv il  L i s t s  o f  S u ltan  Abdul Hamid, th e  Emperor o f the  Ottoman Empire.
In  190U, th e  A n a to lian  Railways Company, a German company, ob­
ta in e d  a concession  f o r  th e  D eutsche Bank o f  B e r lin , and w ith i t  th e  
p r iv i le g e  o f  s u r v ^ in g  th e  Mesopotamian o i l  f i e l d s .
In  1906, an o th e r a p p lic a n t  f o r  Ottoman o i l ,  W illiam  Cox D'Arcy 
(who in  1901 had ob ta ined  a concession  from th e  Shah o f P e rs ia  f o r  th e  
e x p lo i ta t io n  o f th e  P e rs ia n  o i l  f i e l d s ) ,  asked th e  S u ltan  fo r  a con­
c e ss io n  to  exp lo re  th e  o i l  f i e l d s  in  th e  w il la y e ts  o f Mosul and Baghdad. 
These n e g o tia t io n s ,  however, were u n su c c e ss fu l. In  th e  meantime, the  
Young Turk R evolt broke o u t, and in  1909 th e  t i t l e  to  th e  Mesopotamian 
o i l  f i e l d s  was t r a n s fe r r e d  from th e  S u l ta n 's  C iv il  L is ts  to  th e  M inis­
t r y  o f  F in an ce .^
Between 1908-1912, th e  Royal Dutch S h e ll Company, w ith  th e  a s ­
s i s ta n c e  o f  th e  p erso n n el o f  S erk is  C. Gulbenkian, an Ottoman Armenian,
^Benjamin Shwadran, The M iddle E a s t, O il and th e  G reat Powers 
(New Y ork; F , A. P raeger P re s s , 1955), p . 193.
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jo in e d  th e  concession  s e e k e rs . The Anglo-Saxon o i l  company, owned by 
th e  Royal D u tch -S h e ll, a com bination o f t h r e e - f i f t h s  Dutch and two- 
f i f t h s  B r i t i s h  ow nership, was to  o b ta in  a claim  f o r  c o n s id e ra tio n  in  
th e  award o f  Ottoman co n cessio n .^
The American c la im s to  I ra q  o i l  commenced w ith  th e  a c t i v i t i e s  o f 
Admiral Colby C h e s te r , who, in  1908, was ask ing  th e  S u ltan  f o r  whatever 
concessions he could o b ta in . He f i r s t  succeeded in  o b ta in in g  broad 
concessions from th e  S u lta n , which inc luded  i n t e r e s t s  in  I r a q i  o i l ,  bu t 
th e  d e p o s itio n  o f  th e  S u ltan  by th e  Young Turk R evo lt, and l a t e r  th e  
Balkan Wars delayed  th e  a c tu a l  g ran t o f any concession .^
By 1912, th e n , fo u r  groups were competing w ith  one another f o r  
th e  Mesopotamian o i l s  German ( th e  Deutsche Bank); B r ltish -D ’Arcy (Anglo- 
I ra n ia n  o i l  company) $ Anglo-Dutch (Anglo-Saxon o i l  company), and American 
(C h e s te r ) .
In  1912, a German-born Englishm an, S i r  E rnest C asse l, founded 
th e  T urkish Petroleum  Company (TPC) f o r  th e  purpose o f c o n so lid a tin g  
some o f  th e  c o n f l ic t in g  i n t e r e s t s  under B r i t i s h  c o n tro l .
In  19lU a conference was he ld  a t  th e  B r i t i s h  Foreign  O ffic e , 
which was a tten d ed  by r e p re s e n ta t iv e s  o f  th e  B r i t i s h  and German Govern­
m ents, th e  N a tio n a l Bank o f  Turkey ( B r i t i s h ) ,  th e  A nglo-Persian  O il 
Company, and th e  D eutsch Bank.^ The r e s u l t  o f  th e  conference was th e  
famous F ore ign  O ffic e  Agreement o f  19lU ty  which th e  D’Arcy group (Anglo-
^H. B. L ongrigg , O il in  th e  M iddle E a s t , I t s  D iscovery and Devel­
opment (London: Oxford U n iv e rs ity  P re s s , 193ET, pp. 12-17.
^John C a r te r ,  "The B i t t e r  C o n f lic t  Over T urk ish  O il F ie ld s ,"  
C u rren t H is to ry , V ol. XXIII (Ja n u a ry , 1926), pp. U9U-U95.
^Shwadran, o£. c i t . , p. 195*
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P e rs ia n ) was to  hold 50 p e r c en t o f th e  T urk ish  Petroleum  Company i n t e r ­
e s t .  The rem aining 50 p e r cen t o f th e  i n t e r e s t s  were d iv ided  equally  
between th e  D eutsch Bank and th e  Anglo-Saxon O il Company and th e  D’Arcy 
g roups.
The agreem ent a lso  p rov ided  th a t :
The th re e  groups p a r t i c ip a t in g  in  th e  T urkish Petroleum  Com­
parer s h a l l  g ive u n d e rtak in g s  on t h e i r  own b e h a lf  and on b e h a lf  
o f  th e  companies a s so c ia te d  w ith them no t to  be in te re s te d  d i r ­
e c t ly  o r i n d i r e c t ly  in  th e  p roduction  o r  m anufacture of crude 
o i l  in  th e  Ottoman Empire in  Europe and A sia , except in  th a t  
p a r t  which under th e  a d m in is tra tio n  o f  th e  Egyptian Government 
o r  o f  th e  Sheikh o f Koweit o r  in  th e  " tra n s fe r re d  t e r r i t o r i e "  
on th e  T u rco -P ersian  f r o n t i e r ,  o th e r  than  th rough  th e  T urkish 
Petroleum  Company.^
In  June o f  1 9 lli, bo th  th e  B r i t i s h  and German Governments requested  
th e  T u rk ish  Government to  g ran t th e  T urk ish  Petroleum  Company a conces­
s io n  f o r  th e  e x p lo ra tio n  o f  th e  Mesopotamian o i l  f i e l d s .  The Turkish 
Government inform ed them th a t  she would g ra n t them such a concession 
s u b je c t  to  m utual agreem ent w ith  reg a rd  to  her share  in  th e  company. 
However, b e fo re  a f i n a l  s e ttle m e n t was reached . World War I  broke out
and th e  concession  was never r e a l iz e d .  The T urk ish  Petroleum  Company
2
"had been g ran ted  n o t a co n cessio n ."
The San Remo Agreement
On A p ril  25, 1920, n e g o tia t io n s  began between th e  French and th e  
B r i t i s h  Governments re g a rd in g  t h e i r  re s p e c tiv e  c laim s to  the  Arab a re as  
o f  th e  dead T urk ish  Empire. The most im p o rtan t p ro v is io n  of th e  ag ree -
^ I b ld . ,  p . 196.
^E. M. E a r le , "The T urk ish  Petroleum  Company—A Study in  O leag i­
nous D iplom acy," P o l i t i c a l  Science Q u a r te r ly , Vol. XXXIV (June , 192L),
pp . 265-279•
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ment covering  Mesopotamia rea d :
The B r i t i s h  Government u n d ertak es to  g ran t th e  French Govern­
ment o r i t s  nominee 25 p e r c e n t o f  th e  n e t ou tpu t o f  crude o i l  
a t  c u rre n t  m arket r a te s  which His M ajesty ’s Government may s e ­
cu re  from th e  Mesopotamian o i l  f i e l d s .  In  th e  event o f a p r iv a te  
petro leum  company be ing  used to  develops th e  Mesopotamian o i l  
f i e l d s ,  th e  B r i t i s h  Government w i l l  p lace  a t  th e  d isp o sa l o f th e  
French Government a sh a re  o f 25 p e r  cen t o f  such company. The 
p r ic e  to  be paid  fo r  such p a r t ic ip a t io n  to  be no more than  th a t  
pa id  by ary  o f  th e  o th e r  p a r t ic ip a n ts  to  th e  sa id  petroleum  com­
pany. I t  i s  understood  t h a t  th e  sa id  petroleum  company s h a l l  
be under perm anent B r i t i s h  c o n tro l .^
A ccording to  th e  San Remo C onference, a l l  th e  detached t e r r i t o r ­
i e s  o f  th e  Ottoman Empire would be assigned  as mandates to  B r i ta in  and
p
F rance . The League o f N ations approved t h i s  re s o lu tio n  and gave G reat 
B r i ta in  a mandate over I ra q  in  1920. B r i ta in ,  on th e  o th e r  hand, agreed 
to  g ra n t th e  25 p e r c e n t o f th e  German’s share  in  th e  Turkish Petroleum  
Company to  th e  French Government. ^
France agreed  " to  th e  c o n s tru c tio n  o f  two se p a ra te  p ip e lin e s  and 
ra ilw ay s  n ecessa ry  f o r  t h e i r  c o n s tru c tio n  and m aintenance and fo r  th e  
t r a n s p o r t  o f  o i l  from Mesopotamia and P e rs ia .
The American companies ob ta ined  a v a lu ab le  concession from the  
B r i t i s h  Government. The agreem ent provided th a t  th e  American groups 
would be g ran ted  23.75 p e r  cen t i n t e r e s t  in  T urk ish  Petroleum  Compary.^
I j .  C. H urew itz, Diplomacy in  th e  Near and Middle E ast (New York: 
Harper and B ros. C o., 1956), p. 76.
^ Ib id . , p.
L . B e u ll , "O il I n t e r e s t  in  th e  F ig h t fo r  M osul," C urren t 
H is to ry , Vol. XVIII (March, 1922), p . 931.
^Shwadran, 0£ . c ^ . , p . 203.
% . N. F re y , The Near E ast and th e  G reat Powers (Cambridge, Massa­
c h u s e t ts :  Harvard U n iv e rs ity  P re s s , 193TTf p. 19^1
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The Red L ine Agreement
The p a r t i c ip a t in g  companies in  th e  T urk ish  Petroleum  Company 
pledged no t to  seek  o i l  concessions in  th e  t e r r i t o r i e s  o f th e  Ottoman 
Empire except th rough  th e  T urk ish  Petroleum  Comparer.^ T his was one o f 
th e  m ajor d i f f i c u l t i e s .  Thus, on J u ly  31, 1928, a l l  th e  members o f 
th e  T urk ish  Petroleum  Company signed  an agreement l im i t in g  th e  a c t i v i ­
t i e s  o f  each member in  a  s p e c if ie d  a re a , "which was marked ou t on a map
a tta c h e d  to  the  agreem ent by a red  l i n e ,  and hence became known as th e
2
Red L ine Agreem ent."
A ll th e  p a r t i c ip a t in g  members in  th e  T urk ish  Petroleum  Company 
attem pted  to  e s ta b l i s h  a new agreem ent to  re p la c e  th e  Red L ine Agree­
ment and a lso  to  determ ine th e  pace o f f u tu re  development in  I r a q , How­
e v e r, th e  American group d e s ire d  to  make good th e i r  e n try  in to  a Saudi 
A rabian  concession  w ith o u t any r e s t r i c t i o n s .
During th e  summer o f  19k7» th e  fo u r  groups reached a new accord , 
b u t t h i s  agreem ent was r e je c te d  by G ulbenkian, According to  t h i s  agree- 
m ent, Socory-Vacuum and New Je rse y  were f r e e  to  e n te r  th e  Saudi A rabia 
e n te r p r is e .
The F rench Government, on th e  o th e r  hand, agreed to  buy Gulben- 
k ia n 's  sh a re  a t  th e  World M arket p r ic e .  T his agreement i s  an o u ts tan d ­
in g  example o f  a  r e s t r i c t i v e  com bination a ttem p tin g  to  c o n tro l a la rg e
^D. H. F in n ie ,  D esert E n te rp r is e , th e  M iddle E ast O il In d u s try ,
I t s  L ocal Environment (Cambridge, M assachuse tts: Harvard U n iv e rs ity
P re s s , 1958), p . 31»
^Shwadran, op. c i t . , p . 2U6.
l o n g r ig g ,  o£. c ^ . ,  p . 17^.
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
6U
p o rtio n  o f th e  -world’s o i l  supp ly . These companies could in  tu rn  domin­
a te  th e  world m arket p r ic e  fo r  t h i s  commodity.
The American companies d id  no t fa v o r  th e  r e s t r i c t i v e  c lau ses of 
th e  Red L ine Agreem ent, b u t they  were fo rced  on them by B r i t i s h  and 
French in t e r e s t s  as a  c o n d itio n  o f p a r t i c ip a t io n  in  th e  concession .
C itin g  a v io la t io n  o f  th e  1928 agreem ent, th e  French Government 
p ro te s te d  th e  p ro p o sa l o f S tandard O il o f New Je rse y  and the  Socony- 
Vacuum to  buy a sh a re  o f  th e  Arabian-Am erican O il Company. But th e  B r i­
t i s h  and th e  American p a r t i c ip a n ts  contended th a t  th e  Red Line Agreement 
was in v a l id a te d  by th e  " B r i t i s h  T rading  With th e  Enemy Act" when France 
became a l l i e d  w ith  Germany du rin g  th e  o ccu p a tio n .^
F in a l ly ,  th e  fo u r  groups in  I ra q  o i l  concession  agreed th a t  stock  
p a r t ic ip a t io n  in  th e  company would be as fo llow s :
Near E ast Development (American) 23.7^
Cie F ran cu is  des P e t ro les (French) 23.7^
Royal Dutch S h e ll Group (B r i t is h )  23.7?
A nglo-P ersian  O il Company ( B r i t i s h )  23.7?
C. S. Gulbenkian (B r i t i s h )  ? .00
100 .00
Petroleum  Companies in  I ra q
At th e  p re s e n t tim e , th e re  a re  th re e  o i l  companies in  I r a q . These 
companies a re  th e  I r a q i  Petroleum  Company (IPC ), th e  Mosul Petroleum 
Company (MPC), and th e  B asrah  Petroleum  Company (BPC). These th re e  com­
pan ie s  a re  fo re ig n  p r iv a te  e n te rp r is e s  and a re  shared  mainly by B r i t i s h ,  
Am erican, Dutch and F rench o i l  f irm s . They o p e ra te  in  most o f th e  a rea  
o f  I ra q  and t h e i r  concessions cover about 9? per cen t o f th e  t o t a l  a rea
% ew York Times, January  10, 19ii7, p . 6 .
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o f the country.T-
I ra q  Petroleum  Company i s  Tjy f a r  th e  l a r g e s t :  79 p e r cen t o f  th e  
o i l  produced in  19$h came from i t s  Kirkuk o i l  f i e l d s .  Basrah Petroleum  
Company w ith  i t s  Z ubair f i e l d  produced iS  p e r  cen t o f th e  1951t o u tp u t. 
The Mosul Petroleum  Company produced I4 p e r c en t o f the  1 9 o u tp u t.
I r a q  Petroleum  Company h ead q u arte rs  lo c a te d  in  Baghdad re p re se n t 
th e  c e n tra l  h ead q u a rte rs  in  London. I ra q  Petroleum  Company has f u l l  
power over Mosul Petroleum  Company and B asrah Petroleum  Company.
I ra q  Petroleum  Company. While n e g o tia tio n s  were going on among 
th e  p ro sp e c tiv e  p a r tn e rs  o f th e  T urk ish  Petroleum  Company ( th e  l a t t e r  
in  1931 was changed to  I ra q  Petroleum  Company), s im ila r  n e g o tia tio n s  
were be ing  conducted between th e  compary and th e  I r a q i  Government fo r  
a concession  agreem ent.
On March iL , 1925, a convention  was signed whereby T urkish  P e tro l­
eum Company was given a concession  o f over 192 square  m iles to  be s e l e c t ­
ed l a t e r  by th e  company, in  2k re c ta n g u la r  p lo ts  e ig h t square m iles each. 
The Government o f I ra q  was to  o f f e r  th e  rem aining t e r r i t o r y  fo r  compe­
t i t i v e  b id d in g .^
Six y e a rs  l a t e r ,  on March 2U, 1931, th e  convention was rev ised  to  
3
prov ide  th e  fo llo w in g :
1 . The company has e x c lu siv e  r ig h ts  to  e x p lo i t  a l l  lan d s s i tu a ­
te d  e a s t  o f  th e  T ig r is  r i v e r ,  covering  an a rea  o f about 32,000 square 
m ile s .
^See Map No. 1 . ^ Ib id .
^Government o f  I r a q ,  I ra q  Petroleum  Company, Agreement Concluded 
on March 31, 1931 (Baghdad: Government P re ss , 1932.)
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2. The company i s  to  c o n s tru c t  a p ip e lin e  w ith  a minimum capa­
c i ty  o f  th re e  m ill io n  to n s  a y e a r .
3. The company i s  to  pay th e  I r a q i  Government:
a . Four gold s h i l l in g s  p e r m etric  ton  f o r  twenty y ea rs  
a f t e r  th e  commencement o f commercial export o f o i l .
b . U n ti l  expo rt b e g in s , th e  company i s  to  pay the  
government 1(00,000 (go ld) pounds a y e a r . Half of 
t h i s  amount i s  to  be as r e n t ,  w hile th e  o th e r  h a lf  
i s  to  bé recovered  by th e  company from fu tu re  ro y a l­
t i e s  in  excess o f  1(00,000  gold pounds a y e a r .
c . The company i s  to  be exempt from ta x a tio n  in  l ie u  
o f  an annual payment o f 9,000  gold pounds up to  the 
commencement o f  commercial ex p o rt. T h e re a fte r ,
60.000  gold pounds and 20,000  gold pounds on each 
a d d it io n a l  m ill io n  to n s produced.
Mosul Petroleum  Company. On A p r il  20, 1932, th e  B r i t i s h  O il De­
velopm ent Company ob ta in ed  a 7^ -year concession  from th e  I r a q i  Government. 
The im p o rtan t p ro v is io n s  o f  th e  concession  agreement provided th a t :^
1 . The conpany has e x c lu siv e  r ig h t  to  exp lo re  a l l  lands in  the  
Mosul and Baghdad p rov inces w est o f th e  T ig r is  r iv e r  and n o rth  o f th e  
33rd  p a r a l l e l ,  an a rea  o f about U6,000  square  m ile s .
2. The company i s  to  pay th e  I r a q i  Government:
a . U n ti l  o i l  i s  d iscovered  in  commercial q u a n t i t ie s ,  the  
company i s  to  pay th e  I r a q i  Government as r e n t ,
100.000  pounds (gold) in  1933, in c re a s in g  th is  
amount by ( 25 , 000) gold pounds annually  b u t w ith  an 
annual maximum of 200,000  gold pounds.
b . The company i s  to  pay a  ro y a lty  o f h gold s h i l l in g s  
p e r  m e tric  ton  produced.
c . In  l i e u  o f ta x  exem ption, th e  company i s  to  pay one 
thousand gold pounds an n u a lly  u n t i l  th e  beginning  of 
th e  commercial p ro d u c tio n . T h e re a f te r ,  th e  I ra q  
Petroleum  Company form ula i s  to  app ly .
^Government. o f  I r a q ,  B r i t i s h  O il Development, Convention Made With 
th e  Government o f  I ra q  on th e  20th A p r i l ,  1932 (Baghdad: Government P re ss , 
1932 .)
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3 . The company i s  to  c o n s tru c t p ip e l in e  (from Ain Zala to  th e  
I ra q  Petroleum  Company s ta t io n )  o f  a minimum annual cap a c ity  o f one 
m ill io n  m etric  to n s .
The Government o f I ra q  has th e  r ig h t  to  buy 20 per c en t o f 
th e  crude o i l  produced ( f r e e  o f  charge) fo r  lo c a l  consumption or to  
s e l l  i t  to  any buyer o r to  th e  company i t s e l f .
In  1932, th e  Mosul O il F ie ld s  Company, w ith B r i t i s h ,  German, 
I t a l i a n ,  Dutch, French-Sw iss and I r a q i  i n t e r e s t s ,  was organized to  buy 
up th e  share  c a p i ta l  o f  th e  B r i t i s h  O il Development Company. By 1936, 
th e  I t a l i a n s  were th e  m a jo rity  sh a re h o ld e rs , w ith 52 per cen t in t e r e s t  
in  th e  company.
In  1936, I ra q  Petroleum  Company organized  a su b s id ia ry , Mosul 
Holdings L im ited , f o r  th e  a c q u ir in g  o f stock  sh a res  o f Mosul O il F ie ld s  
L im ited . By 1937, th e  I ra q  Petroleum  Company was in  e f fe c t iv e  c o n tro l . 
In  I 9UI, B r i t i s h  O il Development assigned  i t s  1932 concession to  Mosul 
H oldings, renamed Mosul Petroleum  Company.^
B asrah Petroleum  Company. On December L, 1938, th e  Government 
o f  I ra q  gran ted  th e  B asrah Petroleum  Company (a su b s id ia iy  o f Iraq  Pe­
tro leum  Company) a concession  f o r  75 y e a r s ,  covering  a l l  lands not i n ­
cluded under p rev ious concessions and in c lu d in g  th e  I r a q i  p a r t  o f  th e  
I ra q i-S a u d i N eu tra l zone, a t o t a l  a rea  o f about 93.000 square m ile s .
The term s o f th e  concessions were id e n t ic a l  w ith th o se  o f  th e  Mosul Pe­
tro leum  Company, except t h a t  in  th e  case o f Basrah Petroleum  Company i t  
was to  pay 200,000 gold pounds in  r e n t  annually  u n t i l  petroleum  was
^Longrigg, op. c i t . ,  pp. 79-80.
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produced and exported  in  commercial q u a n ti t ie s » ^
The 19^2 Agreement. The n a t io n a l iz a t io n  o f th e  o i l  in d u s try  in  
1951 in  I ra n  was r e f le c te d  in  a s tro n g  popu lar demand in  Iraq  to  fo llow  
th e  same s te p s .  R esponsib le  le a d e r s ,  however, re je c te d  th e  id ea  and 
in s te a d  approached th e  o i l  companies f o r  a re v is io n  to  the  old ag ree ­
ments. F in a l ly  they  n e g o tia te d  th e  1952 agreem ent.
The agreement o f 1931 w ith  th e  I ra q  Petroleum  Company s t ip u la te d  
t h a t  only a f t e r  195Ü could th e  q u estio n  o f ro y a lty  payments be re c o n s i­
dered , b u t in  19U8 th e  I r a q i  Government announced th a t  Iraq  Petroleum  
Company, Basrah Petroleum  Company and Mosul Petroleum  Company had agreed 
to  in c re a s e  th e  ro y a l ty  from fo u r to  s ix  gold s h i l l in g s ,  per m etric  to n .^  
Payment a t  th e  new r a te  was to  be e f f e c t iv e  as of January 1 , 1950. 
No agreem ent, however, could be reached on th e  ev a lu a tio n  o f gold , and 
n e g o tia tio n s  on t h i s  is s u e  along  w ith  a few o th e rs ,  continued u n t i l  
1951) when new developments in  ne ighboring  c o u n tr ie s  made the  1950 
ro y a lty  agreem ent o b so le te .
In  December o f 1950, th e  Government o f Saudi A rabia signed an 
agreem ent w ith  th e  A rabian  American O il Company (A RA M CO ) , in tro d u c in g  
f o r  th e  f i r s t  tim e th e  f i f t y - f i f t y  p ro f i t - s h a r in g  form ula in  th e  Middle
E as t. On A p ril  30, 195l> I ra n  n a tio n a liz e d  th e  A ng lo -Iran ian  O il Com- 
3 :pany.
^Government o f  I r a q ,  B asrah Petroleum  Company, Convention Made
TÆth th e  Government o f I ra q  on the  29th  J u ly , 193-8 (Baghdad; Government
P re s s , 19381•
^U. N. Department o f Economics and S oc ia l A f f a i r s ,  Review of 
Economic C onditions in  th e  Middle E a s t , 1951-1952 (New York: U.~N. 
P u b l ic a t io n s ,  March, 1953), P* 90.
\ o n g r ig g ,  op. c ^ . , p. I 63 .
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Prime M in is te r  o f I r a q ,  N uri E l-S a id , in  a speech in  th e  Hou.se 
o f D ep u tie s , th re a te n e d  th e  o i l  companies, " th a t  i f  they  did  not meet 
I r a q ’s demands f o r  h ig h e r r o y a l t ie s  equal to  th o se  paid to  Saudi Arabia 
and I r a n ,  and payment in  th e  value  o f gold on a f r e e  market b a s i s ,  they  
might lo se  t h e i r  c o n c e ss io n s ." ’̂  The fo llo w in g  day, th e  government an­
nounced th a t  th e  companies had agreed to  r a i s e  th e  le v e l  o f ro y a lty  pay­
ments to  an amount s im ila r  to  t h a t  pa id  in  neighboring  c o u n tr ie s .
E v iden tly  th e  Prime M in is te r 's  th r e a t  spu rred  th e  companies to  
immediate a c tio n . I t  would seem lo g ic a l ,  however, to  assume th a t  w ith 
th e  f i f t y - f i f t y  form ula a lre ad y  in troduced  in  Saudi A rab ia , and w ith 
th e  dangerous s i t u a t io n  in  I r a q ,  th e  companies would have accepted th e  
new b a s is  w ithou t any t h r e a t s .
On th e  3rd o f F eb ruary , 19^2, a new agreement between th e  I r a q i  
Government and th e  I ra q  Petroleum  Company and i t s  a sso c ia ted  Basrah 
Petroleum  Company and Mosul Petroleum  Company was signed on th e  b a s is  
o f  th e  f i f t y - f i f t y  p r o f i t  sh a r in g  form ula. The new agreem ent, on th e
o th e r  hand, was r e t r o a c t iv e  to  January  1, 19i?l. The major p ro v is io n s
2o f  th e  new agreement can be summarized as fo llow s:
1 . The agreem ent i s  to  be e f f e c t iv e  as o f January  1, 19^1.
2 . The government and th e  companies a re  to  share  the  p r o f i t s
on a f i f t y - f i f t y  b a s is  b e fo re  th e  deduction  o f fo re ig n  ta x e s . In  a d d i­
t io n ,  th e  companies a re  to  pay in  l i e u  o f ta x  commutation 20,000 a y e a r
^Shwadran, o£. c i t . ,  p. 259.
2Government o f I r a q ,  O il Companies, Agreement w ith  th e  Govern­
ment o f  I ra q  made on th e  Third  Day o f F ebruaiyV 19~^2, to g e th e r  w ith
Law NoT h o? 19^2 r a t i f y in g  th e  Agreement (Baghdad: Government P re ss ,
   —
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each (A r t ic le s  2 and 29 ).
3 . The government has th e  r ig h t  to  tak e  in  kind as p a r t  o f i t s  
sha re  in  th e  p r o f i t ,  1 2 .5  per cen t o f th e  net p roduction  of each o f  th e  
companies. I t  can s e l l  i t  on th e  open m arket, o r  r e - s e l l  i t  to  th e
companies a t  c u rre n t  world p r ic e s  (A r t ic le  3 ).
L. The o i l  companies guaran tee  th e  governm ent's share  in  each 
ca len d a r y e a r  no t to  be l e s s  than  25 per cen t o f th e  n e t production 
v a lu e  a t  posted  p r ic e s  o f  th e  I ra q  Petroleum  Company and Mosul Petroleum  
Company and 33 1 /3  p e r cen t o f th e  Basrah Petroleum  Company (A r t ic le  h ) .
5. The companies jo in t ly  and s e v e ra lly  guaran tee  th a t  th e  
governm ent's sh a re  o f th e  p r o f i t s  w i l l  be not l e s s  than 20 m illio n
pounds annually  f o r  th e  y e a r  1953 and 195U and no t l e s s  than 25 m il­
l io n  f o r  1955 and every y e a r  th e r e a f te r  (A r t ic le  6 ) .
6 . The companies a re  to  guaran tee  an annual p roduction  minimum 
as fo llo w s:
The I ra q  Petroleum  Company 20.75 m illio n  tons o f  crude
o i l  beg inn ing  w ith  January  1 , 1951-1.
The Mosul Petroleum  Company 1 .2 5  m illio n  to n s of crude 
o i l  beg in n ing  w ith  January  1 , 195h.
The Basrah Petroleum  Company 8 .0  m illio n  tons o f crude 
o i l  beg inn ing  w ith  January  1 , 1956.
These g u a ran tees  a re  to  be in  e f f e c t  during  the l i f e  o f th e  ag ree­
ment (A r t ic le  7 ) .
7 . The I ra q  Petroleum  Company i s  to  supply th e  government r e f in ­
e r ie s  a l l  th e  n ecessa ry  crude o i l  f o r  lo c a l  consumption a t  5 .5  s h i l l in g s
p e r to n .
8. I f  production i s  halted  due to  an "act of God,” the companies 
a re  to  loan  the government a minimum of 5 m illion  pounds a y ear, provided
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th e  amount loaned  does no t exceed te n  m illio n  a t  any one tim e (A r t ic le  
8).
9 . I f ,  in  th e  fu tu r e ,  h ig h e r ro y a lty  le v e ls  a re  ob tained  in  
ne ighboring  Near E as te rn  c o u n tr ie s , th e  government has th e  r ig h t  to  
ask f o r  s im ila r  in c re a s e s ,  and th e  company s h a l l  be w il l in g  to  d isc u ss  
th e  s u b je c t  w ith  th e  government.
10. Each o f  th e  companies i s  to  appo in t two I r a q i  on i t s  Board 
o f D ire c to rs .
1 1 . Payments o f th e  companies to  th e  government a re  to  be in  
s t e r l i n g .
12. The o i l  companies p ledge to  send 50 I r a q i  s tu d en ts  to  the  
U nited Kingdom f o r  h ig h e r diplom as in  sc ie n c e .
Under th e  p ro f i t - s h a r in g  a r t i c l e  (9) o f th e  agreem ent, th e  p r o f i t  
o f  th e  government on Kirkuk o i l  on the  I r a q i  Syrian bo rder was c a lc u la te d  
a t  3 5 s .6d . pe r long  ton  in  1951, and l4.Os.6d . in  1953 and th e r e a f te r .
The co rrespond ing  f ig u re s  on th e  P e rs ia n  Gulf a t  Fao were 29s.l4^d. and 
3l48.l4§-d. p e r long  ton re s p e c t iv e ly . This involved a d iscoun t o f 17s.6d . 
■per long  ton  f o r  Kirkuk o i l  from i t s  I ra q i-S y r ia n  border va lue  and 13s. 
f o r  sou thern  I r a q i  o i l  from th e  posted p r ic e s  on the  P ersian  G ulf. An 
agreem ent ,signed  in  March, 1955, b u t r e t r o a c t iv e  to  January 1 , 195h, 
reduced t h i s  d isc o u n t to  a f l a t  r a t e  o f 2 per c e n t, r e s u l t in g  in  a r i s e  
o f  7 s . p e r  long  ton  in  revenue.^
^U. N. Departm ent of Economics and S o c ia l A f fa ir s ,  Economic Devel­
opment in  th e  M iddle E a s t, 19L5-195L (New York: U. N. P u b lic a tio n s ,
î 9 # T 7 F : ^
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P ip e lin e  P rojects
Due to  the inland lo ca tio n  o f the o i l  f i e l d s ,  the production of
o i l  in  I r a q  i s  co n d itio n ed  to  a c o n s id e ra b le  degree by th e  n e c e s s ity  o f
o b ta in in g  t r a n s p o r t  f o r  th e  o i l .  P ip e lin e s  c a r iy  th e  crude o i l  to  sea
te rm in a ls  from which i t  i s  exported to  th e  w orld ’s m arkets . The amount
th a t  was spen t to  c o n s tru c t th e  p ip e l in e s  i s  estim ated  to  be $90 m il l io n .^
Two 1 2 -in ch  p ip e l in e s  were e s ta b lis h e d  w ith  an annual cap a c ity  o f
2 m ill io n  m etric  to n s each , from Kirkuk o i l  f i e l d s  to  H aditha, a d is ta n c e
o f 1^0 m ile s . From th e re  they  branch o f f :  one ta k in g  a sou thern  ro u te
and te rm in a tin g  in  H aifa (a  P a le s tin e a n  p o r t ) ,  a d is ta n c e  o f h?0 m iles ;
and th e  o th e r  b ranch  ta k in g  a n o rth e rn  ro u te  and te rm in a tin g  in  T r ip o li
2
(a  Lebanese p o r t ) ,  a d is ta n c e  of 380 m ile s . These two p ip e l in e s  were 
com pleted in  193h. A lso , pump s ta t io n s  were e re c te d  a lo n g sid e  o f th e  
p ip e l in e s ,  known as K l, K2, K3 and HI, H2 and H3.^
The pumping o f o i l  to  H aifa was stopped in  A p r i l ,  19li7, when th e  
war began between I s r a e l  and the  Arab s t a t e s .^  In  O ctober, 19^6, the  
o i l  companies began to  c o n s tru c t  a new p ip e lin e  id th  l6 - in c h  p a r a l l e l s ,  
to  fo llo w  th e  same ro u te  o f  th e  p rev ious 1 2 -in ch  p ip e l in e s ,  and w ith
an annual c a p a c ity  o f  8 m il l io n  to n s .
In  A p ril  19^0, th e  o i l  companies s ta r te d  to  c o n s tru c t a 30-32 
in ch  s in g le  p ip e l in e  l in k in g  th e  Kirkuk and Mosul o i l  f i e l d s  w ith  Banians
^U. N. Departm ent o f Economic and S o c ia l A f f a i r s ,  Economic D evel­
opment in  th e  M iddle E a s t, 19h5-19^h, p. 90.
^Shwadran, op. c i t . , p . 2^3.
3(K) r e f e r s  to  Kirkuk s t a t i o n s ,  (H) r e f e r s  to  H aifa  s t a t io n s .  
^Shwadran, l o c . c i t .
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in  i ^ r i a  on th e  Mediterranean s e a . This c o n s tru c tio n  was completed in  
A p r i l ,  1952 , a t  a c o s t  o f Ul m ill io n  tons."^ A lso , ano ther 12-inch  p ip e ­
l i n e  was c o n s tru c te d , l in k in g  Ain Zalah (Mosul o i l f i e l d s )  w ith B a i j i  
(K2 s t a t i o n ) .
The BPC c o n s tru c te d  a new (Ph-inch) p ip e lin e  l in k in g  th e  o i l
f i e l d s  o f  Basrah a re a  w ith  Fao, a p o r t  on th e  P e rsian  G ulf. In  1951,
ano ther 12 -inch  p ip e l in e  was com pleted, and in  195h, one more 2h-inch
2
p ip e l in e  was com pleted.
In  1955 th e  I r a q i  Government approached th e  o i l  companies w ith  
th e  id e a  o f  d iv e r t in g  th e  p re s e n t n o n -o p era tin g  K irkuk-H aifa p ip e lin e s  
to  Saidon-Lebanon. The o i l  companies agreed to  th e  id e a , b u t c e r ta in  
p o l i t i c a l  even ts occurred  among th e  Arab c o u n tr ie s  a t  th a t  tim e and h in ­
dered th e  ex ecu tio n  o f th e  p ro je c t .  At th e  p re se n t tim e th e  p ro je c t  i s  
s t i l l  s u b je c t  to  c o n s id e ra tio n  fcçr bo th  th e  government and th e  o i l  com­
p a n ie s .
The o i l  companies e re c te d  a deep-w ater te rm in a l , 2k m iles o f f ­
sh o re , i n  th e  P e rs ia n  G ulf. S ta r te d  in  1959 and completed in  1962, th e  
te rm in a l w i l l  r a i s e  lo ad in g  c a p a c ity  from 12 m ill io n  to  22 m illio n  long  
tons a  y e a r .^
Petro leum  P roduction
The y e a rs  from 1928 up to  th e  p re se n t tim e can be regarded as an 
e ra  o f  growth f o r  th e  o i l  in d u s try  o f  I r a q .  T re a tie s  had to  be n e g o tia te d ,
^W. B. F is h e r ,  M iddle E a s t , A P h y s ic a l, S o c ia l , and Regional Geo­
graphy (London: M acm illan & C o., 19^0), p . 229.
^Shwadran, op. c i t . , p . 252.
\ l-Z a m a n  Newspaper, November, 1962, p . 3.
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agreem ents s ig n e d , g e o lo g ica l sttrveys conducted, d r i l l i n g  s t a r te d ,  p ip e ­
l in e s  l a i d ,  pe rsonnel from a l l  over th e  world h ire d , and sp e c ia liz e d  
equipm ent im ported . L i t t l e  towns w ith  a l l  th e  am en ities  o f l i f e  had to  
be b u i l t  a t  th e  f i e l d s  and along  th e  p ip e l in e s .
During World War I I ,  d r i l l i n g  and e x p lo ra tio n  had to  be cu t down 
to  minimum p ro d u c tio n  f o r  r a i l i t a iy  re a so n s .^  In  19h2, w ith  th e  p o s s i­
b i l i t y  o f  a southward advance by German fo rc e s  in  mind, th e  B r i t i s h  
m il i ta r y  command took th e  p recau tio n  o f  d e s tro y in g  n e a rly  a l l  th e  p ro­
d u c tio n  w e lls  o f  th e  Kirkuk a re a . When World War I I  ended, th e  produc­
t io n  o f  o i l  began to  in c re a s e  y e a r  a f t e r  y e a r  u n t i l  i t  reached h7 m illio n  
to n s  in  I 960 .
T able 19 shows th e  crude o i l  p roduction  in  I ra q  fo r  se le c te d  y e a rs . 
From 1928 to  1933, p ro d u c tio n  remained low. In  193? w ith th e  com pletion 
o f  th e  K irk u k -H a ifa -T rip o li p ip e l in e s ,  p roduction  jumped to  over 3 .6  m il­
l i o n  to n s . With th e  ou tb reak  o f  World War I I  in  1939, p roduction  began 
to  d e c lin e  and reached a low o f  a l i t t l e  over 2 ,?  m illio n  to n s in  19L0. 
With th e  danger o f Geiman occupation  d e f in i te ly  removed, and due to  th e  
demands o f B r i t i s h  tro o p s  fo:^ o i l  p ro d u c ts , p roduction  began again  to  
p ick  up , reach in g  over h m il l io n  to n s in  19LÜ.
In  19L9, w ith  th e  com pletion o f  th e  l 6 - in c h  p ip e lin e s  to  T r ip o l i ,  
p ro d u c tio n  was in c re a s e d . In  19?1 i t  jumped to  over 8.1* m illio n  to n s .
In  19?2 , i t  ro se  to  over l 8 m ill io n  to n s . In  19?6, a f t e r  th e  com pletion 
o f  th e  3 2 -in ch  p ip e l in e  to  B anias in  S y r ia , th e  p roduction  in c reased  to  
29 m il l io n  to n s , b u t t h i s  f ig u re  dropped to  20 m ill io n  to n s as a r e s u l t  
o f  d e s tru c t io n  o f  th e  p ip e l in e s  in  ^ r i a  du ring  th e  Suez c r i s i s .  In
^L ongrigg , og. c i t . , p . 12.
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TABLE 19
o n  PRODUCTION AND OIL REVENUE FOR THE TEARS 1928-1960
(S e lec te d  T ea rs)
T ear
Production  
in  m ill io n  to n s
Revenue
(d in a rs )
1928 9 b ,000 12,295
1933 115,000 7 6 8 ,2b8
193^ 3,652 ,915 958,637
19L0 2m5l 3,866 l,8bO ,596
19Ü5 b ,606,898 2,709,886
1951 8,b02,795 l b , 710 ,boo
1952 I8 ,2 0 1 ,lb 7 32,635,b80
1956 29,b69,lb7 58,858,777
1957 20,195,b77 b8,920,275
1958 35,b92,000 79,876,38b
1959 lii,5f5:3,(]oo 86,6b9,73b
I960 b 7 ,280,000 95;,(392,006
Source: M ajid E ze t, I r a q 's  O il Revenue (Baghdad: Al-Nijum P re ss ,
. 1961), p . Table 2.
1958 p ro d u c tio n  jumped to  35 . U m ill io n  to n s , and in  I 960 i t  ro se  to  over 
k l  m il l io n  to n s . Thus as a  r e s u l t  o f in c re a s in g  ou tpu t o f petroleum  and 
th e  r e v is io n  o f  th e  terras o f payment, I r a q 's  o i l  revenues in c re ased  t r e -  
: m endously. They in c re a se d  from $39.1  m illio n  in  1951 to  $lU3.8 m ill io n  
in  1953 and to  $260 m ill io n  in  I960 . These revenues have provided th e  
f in a n c ia l  means f o r  development o f th e  c o u n try ’s re so u rc e s .
P r io r  to  1950, I ra q  rece iv ed  th e  e q u iv a le n t o f $1 .65  a to n , which
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was in c re a se d  to  about $2 .h^  a  ton  acco rd ing  to  th e  1952 p ro f i t - s h a r in g  
agreem ent.
T able 19 shows th e  o i l  revenue which was rece iv ed  by th e  I r a q i  
Government from th e  petro leum  companies o p e ra tin g  in  I ra q  f o r  th e  period  
1928-1960.
R e f in e r ie s
Alwand. A f te r  th e  d isco v ery  o f  th e  o i l  in  th e  ’’T ran sfe r  T e r r i to ry ”^ 
n ear Khanaqin, a  sm all r e f in e r y  was e re c te d  on th e  Alwand r iv e r  o u ts id e  
Khanaqin c i t y .  T his was com pleted in  1926, w ith an annual cap a c ity  o f 
some 150,000  to n s  a y e a r .
M u ftia . The M uftia  r e f in e iy  was e re c te d  in  Basrah on th e  Shat E l-  
Arab r i v e r .  I t  began p ro d u c tio n  in  Septem ber, 1952, w ith  an annual capa­
c i t y  o f 175,000 to n s .
Q aiyarah . This r e f in e iy  was b u i l t  sou th  o f  Mosul c i t y .  The o i l ­
f i e l d s  which surround t h i s  r e f in e ry  c o n ta in  a heavy crude o i l  which d i f ­
f e r s  from  th a t  o f th e  o th e r  o i l  f i e l d s .  Thus, i t  was decided th a t  t h i s  
r e f in e iy  would produce th e  bunker o i l  needed f o r  lo c a l  consumption.
D aura. The I r a q i  Government decided to  b u ild  a la rg e  r e f in e ry  
near Baghdad to  s a t i s f y  th e  lo c a l  consumption demand in  th a t  re g io n |
^ " T ra n s fe r  T e r r i to ly " :  th e  b o rd e r d isp u te  between Turkey and 
P e r s ia  abou t th e  f r o n t i e r  t e r r i t o r i e s .  For a  long  tim e Turkey claim ed 
th e  r i g h t  over them. On December 17 , 1913, th e  P e rs ia n  Government and 
Turkey signed  a f r o n t i e r  p ro to c o l. A ccording to  t h i s  p ro to c o l, th e  
Q a s r i-S h ir in  a re a  covered ty  th e  D'Arcy concession  was awarded to  P er­
s i a  j th e  Khanaqin a re a , where th e  A ng lo -P ersian  O il Company had o i l  
w e l ls ,  was t r a n s fe r r e d  to  Turkey. T h is p ro to c o l became known as th e  
« T ran sfe rred  T e r r i to r i e s . "
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th e r e f o re ,  i n  1951j i t  signed  a  c o n tra c t  w ith  ¥ . W. K ellog  of New York 
to  e r e c t  a  r e f in e ry  so u th  o f  th e  v i c in i ty  on th e  T ig r is  r iv e r ,  w ith  an 
annual c a p a c ity  o f  one m ill io n  to n s  a  y e a r .
T h is r e f in e ry  was pu t under American a d m in is tra tio n  on June 6 , 
19^^. I t  o p era ted  w ith  1^0 American o i l  e x p e r ts .^
Petroleum  In d u s tly  and Labor R e la tio n s  in  Iraq
G eneral ov e rv iew .o f la b o r  fo rc e  in  I r a q .
Indeed , in fo rm a tio n  d e a lin g  w ith  th e  I r a q i  la b o r  movement, la b o r  
l e g i s l a t i o n ,  and s o c ia l  s e c u r i ty  schemes i s  alm ost n o n -e x is te n t in  Eng­
l i s h  and American p u b lic a t io n s . And th e re  i s  no s in g le ,  adequate source 
o f o rgan ized  m a te r ia l  in  A rabic on th e se  s u b je c ts .  Hence, a c a re fu l  
com p ila tion  o f  re le v a n t  m a te r ia l  from o r ig in a l  sources would appear 
h igh ly  s u i ta b le  to  th e  purposes o f  t h i s  s tudy .
The I r a q i  la b o r  movement i s  r e l a t i v e ly  new, and i t s  development 
and s t r e n g th  in d ic a te  th e  g e n era l advancement o f  th e  n a tio n . In  f a c t ,
th e  im portance o f  la b o r  in  th e  econony and s o c ia l  development o f  I ra q
2
has fo rce d  th e  government to  r e g i l a t e  th e  la b o r  movement law s.
Due to  th e  expansion o f  government and p r iv a te  investm ent du ring  
th e  1930's ,  th e  I r a q i  Government began to  tak e  i n t e r e s t  in  la b o r  problems.
The f i r s t  I r a q i  law , d e a lin g  w ith  la b o r ,  i t s  c o n d itio n s , hours of 
work, com pensation in  case  of d e a th , in ju iy  o r d is e a s e , form ation  of 
la b o r  u n io n s , and c h ild  la b o r ,  was enacted  by th e  l e g i s l a tu r e  in  1936
^Government o f I r a q ,  Government O il R e f in e r ie s  A d m in is tra tio n , 
Daura R efin e ry  (Baghdad: Government P re s s , I9 6 0 ).
^R. A. K h ad h iri, "Labor and In d u s try  in  I r a q ,"  (unpub. M a s te r 's  
d i s s e r t a t i o n .  Departm ent o f Economics, U n iv e rs ity  o f M is s is s ip p i ,  195?),
p . 8 .
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w ith  Law No. 72 .^  In  19h2j t h i s  law  was amended by Law No. 36 , and in  
1950, th e  I r a q i  Government amended Law No. 36 o f  I9U2. The main m otive 
f o r  th e  new amendment was th e  l a r g e r  r o le  p l ^ e d  by th e  la b o r  s i tu a t io n  
in  th e  co un try .
The o i l  in d u s try ,  on th e  o th e r  hand, became th e  l a r g e s t  employer 
in  th e  co u n try , and by th e  y e a r  19^k, i t  was employing lh ,0 0 0  w orkers.^
The fo llo w in g  a re  some o f th e  most im portan t item s o f th e  Labor 
L e g is la t io n  Law o f  1950:^
1 . The p r in c ip le  o f th e  8-hour day and 6-day week was e s ta b lish e d  
f o r  th e  f i r s t  tim e in  I r a q .
2 . The government recognized  th e  r ig h t  f o r  la b o r  o rg an iz a tio n  in  
th e  form o f  tra d e  u n io n s . However, a t ra d e  union must o b ta in  a l ic e n s e  
from th e  M in is te r  o f th e  I n t e r i o r  b e fo re  i t  becomes le g a l .
A r t i c le  (8) o f  th e  law  f u r th e r  emphasized th e  governm ent’s p o l i ­
t i c a l  a u th o r i ly  in  t h i s  re s p e c t  b y  s t a t in g :
In  th e  event o f  i t s  be ing  proved th a t  an a s s o c ia t io n  i s  con­
d u c tin g  i t s  a f f a i r s  in  a manner which would lea d  to  a breach  o f 
p u b lic  s e c u r i ty ,  o r o f  th e  s a fe ty  of th e  s t a t e ,  which would 
p re ju d ic e  th e  i n t e r e s t  o f th e  worker and th e  p roper perform ance 
th e re o f ,  th e  C ouncil o f M in is te rs  may, a t  th e  re q u e s t of th e  
M in is te r  o f  th e  I n t e r i o r ,  cance l th e  p e rm it.^
3 . The law  a u th o rize d  the  government to  is s u e  re g u la tio n s  con­
ce rn in g  th e  c o n tr ib u tio n  o f houses by th e  i n d u s t r ia l  e n te rp r is e s  fo r
^Government o f  I r a q ,  General D ire c to ra te  o f Labor and S o c ia l Se­
c u r i ty ,  Annual B u l le t in  (Baghdad: Government P re ss , 19ii7), p. 11.
^Government o f  I r a q ,  M in is try  o f Petro leum , O il R e fin e rie s  
(Baghdad: Government P re s s , 1955^), p . 1$.
^G. Lenczo w sk i., O il and S ta te  in  th e  M iddle E ast ( I th a c a , New 
York: C o rn e ll U n iv e rs ity  P re s s , i9 6 0 ) , p p T % l-2 ^ ^ .
^ I b id . , p . 25^.
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t h e i r  w orkers.
In  19iiU, th e  I r a q i  Qovernnient g ran ted  th e  l ic e n s e  to  f iv e  un io n s, 
and in  19h^, e leven  o th e r  unions were formed. Ten la b o r  unions were 
lo c a te d  in  th e  c a p i t a l ,  Baghdad, th e  h e a r t  o f th e  in d u s t r ia l  c e n te r ;  
th re e  i n  B asrah c i t y ;  two in  Mosul and one in  Omareh.
A few y e a rs  l a t e r ,  th e  government fo rbade fo u r  unions from p ra c ­
t i c in g  t h e i r  a c t i v i t i e s  on th e  ground th a t  t h e i r  members were dangerous 
to  th e  g e n e ra l i n t e r e s t  and p u b lic  s e c u r i ty ,  s in c e  they  were engaged in  
e x tra  a c t i v i t i e s  which were n o t d i r e c t ly  r e la te d  to  th e  goals o f un ion ­
ism .^
Petroleum  in d u s try  and i t s  la b o r  fo r c e .
At th e  p re s e n t  tim e , th e  la b o r  fo rc e  in  th e  o i l  in d u s try  in  Iraq
2
numbers about 17,000 w orkers. I t  reached t h i s  g re a t number by gradual 
development th rough  th e  y e a rs  s in c e  th e  d isco v ery  of o i l  in  I ra q  in  1927. 
When th e  o i l  In d u s try  s t a r te d  in  I r a q ,  o i l  companies depended m ainly on 
fo re ig n  workers f o r  th e  te c h n ic a l  jo b s  and s k i l le d  la b o r . At th e  same 
tim e , th e  o i l  companies depended on th e  lo c a l  la b o r  fo rc e  to  supply and 
se rv e  th e  manual la b o r  jo b s . Wages paid  to  th e  lo c a l  workers were very  
m eager. The s o c ia l  w e lfa re  o f  th e  workers d id  no t re c e iv e  much a t t e n ­
t io n  from th e  o i l  companies. In  1932, a f t e r  th e  c o n s tru c tio n  o f p ip e ­
l in e s  from th e  K irkuk o i l f i e l d s  to  th e  M editerranean  se a , the  o i l  com­
p a n ie s  found them selves in  g re a t  need fo r  more lo c a l  w orkers; th e re fo re ,  
th e  number o f I r a q i  w orkers i n  th e  o i l  in d u s try  s ta r te d  to  in c re a s e . In
^•Khidhari, og. c i t . , p . 11.
^Government o f I r a q ,  M in is try  o f Petroleum , O il R e f in e r ie s  
(Baghdad; Government P re s s , 1961), p . 3-
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a d d it io n ,  th e  d isco v ery  o f o i l  in  th e  so u thern  p a r t  o f  th e  Iraq -Z u b a ir  
o i l  f i e l d s ,  and th e  e s tab lish m en t o f  th e  p ip e l in e s  from t h i s  new o i l ­
f i e l d  to  th e  P e rs ia n  G u lf, added more lo c a l  la b o r  in  th e  o i l  in d u s try .
In  1 9 h l,  th e  number o f  I r a q  w orkers had reached about 12,000 w orkers.
When o i l  p ro d u c tio n  from Kirkuk o i l f i e l d s  s ta r te d  to  in c re a se  and 
reached a p o in t where th e  old  p ip e l in e s  could no t c a rry  a l l  th e  produced 
o i l  to  th e  M ed ite rranean  s e a , a need f o r  la r g e r  p ip e lin e s  developed. 
T h ere fo re , th e  o i l  companies had new p ip e l in e s ,  32 and 3k inches in  d i ­
am eter, l a i d  to  c a rry  th e  in c re a se d  flow  o f  o i l .  T his c o n s tru c tio n  c re ­
a te d  th e  need fo r  lo c a l  la b o r  and in  tu rn  en larged  th e  number o f I r a q i  
w orkers i n  th e  o i l  in d u s try .
With th e  development o f th e  whole I r a q i  so c ie ty  and th e  in c re a se  
o f  th e  number o f  educated I r a q i  peo p le , many I r a q i s  went abroad, where 
th ey  educated them selves in  v a rio u s  a sp e c ts  o f th e  o i l  in d u s try . At th e  
p re s e n t  tim e , many o f  th e se  w e l l- t r a in e d  I r a q i  a re  ho ld ing  p o s it io n s  in  
th e  te c h n ic a l  f i e l d s .  The o i l  companies, going along w ith  th e  growing 
n a tio n a l  f e e l in g  to  " I ra q in iz e "  th e  o i l  in d u s try , helped some o f those  
Irac& s in  o b ta in in g  t h e i r  ed u ca tio n  and appoin ted  them in  v a rio u s  f i e l d s .  
Indeed , some o f  th e  c o n d itio n s  in  th e  agreem ent c le a r ly  s ta te d  t h a t  th e  
o i l  companies should  he lp  in  ed u ca tin g  I r a q i s  ab road .^  At th e  beg inn ing  
o f th e  1 9 ^ 0 's , th e  o i l  in d u s try  in  I ra q  became th e  l a r g e s t  s in g le  in d u s­
t r y  in  th e  coun try  in  number o f  w orkers. When the  o i l  workers re a l iz e d  
t h e i r  g r e a t  number and im portance in  th e  o i l  in d u s try , they  began to  de­
mand th e  e s tab lish m en t o f a  union to  lo ok  a f t e r  t h e i r  a f f a i r s ,  wages, 
s ta n d a rd  o f  l iv i n g ,  h e a l th  and economic s i tu a t io n .
^See C hapter IV.
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Because th e  government fe a re d  th e  i n f i l t r a t i o n  o f communist e le ­
ments in to  th e  I r a q i  la b o r  fo rc e , i t  d id  no t approve o f th e  c re a tio n  o f 
a la b o r  un ion  f o r  th e  w orkers o f th e  o i l  in d u s try . At th e  same tim e , 
th e  o i l  companies in  I r a q  d id  not encourage th e  es tab lish m en t o f th e  
union because o f  th e  f e a r  th a t  workers would demand more r ig h t s ,  and 
a lso  th rough  f e a r  o f  th e  i n f i l t r a t i o n  o f com iun ist e lem ents.
A ccord ing ly , th e  r e la t io n s h ip  between th e  I r a q i  workers in  th e  
o i l  in d u s try  and th e  o i l  companies worsened, and many s t r ik e s  occurred  
which p a ra ly zed  p ro d u c tio n  and a l l  r e la te d  a c t i v i t i e s  in  th e  o i l  in d u s-  
t i y .  As a  r e s u l t  o f  t h i s  grim  s i tu a t io n ,  th e  government began to  f e e l  
th e  n e c e s s i ty  o f  th e  e s tab lish m en t o f  o rganized  la b o r  l e g i s l a t io n  and 
laws f o r  th e  I r a q i  w orkers in  th e  o i l  in d u s try  to  look a f t e r  t h e i r  w el­
f a r e .  In  a d d it io n , th e  government in  t h i s  move wanted to  su p e rv ise  
t h e i r  a c t i v i t i e s  and t h e i r  demands fo r  th e  estab lish m en t o f th e  un ion .
As a r e s u l t ,  a  governm ent-superv ised  and c o n tro lle d  union f o r  
th e  o i l  in d u s try  workers was g ran ted  and e s ta b l is h e d . T his d id  not 
so lv e  th e  problem s, and many s t r i k e s  continued to  tak e  p lace  a t  v a rio u s  
tim es.
The s t r i k e s  o f  i n d u s t r i a l  w orkers, on th e  o th e r  hand, have been 
marked by dem onstra tion  and c la sh e s , o f te n  accompanied by in ju ry  and 
o c c a s io n a lly  by d e a th . T h is , o f  co u rse , i s  due in  p a r t  to  the  weakness 
o f  th e  s t r i k e  o rg a n iz e rs  and th e  u n io n s, which a re  so re ly  la c k in g  exper­
ie n c e  and q u a l i f ie d  le a d e rs h ip . F u ll- tim e  pa id  fu n c t io n a r ie s  to  le a d  
th e  un ions a re  h a rd ly  known. Only r a r e ly  w il l  a union o f f ic e r  have had 
a secondary  e d u ca tio n . His s e rv ic e s  a re  a v a i la b le  only in  th e  evening 
hours a f t e r  h is  working hours on h is  re g u la r  jo b . F u rthenuo re , la b o r  
un ions do no t employ u n iv e r s i ty  o r c o lle g e  g rad u a tes  in  p o s it io n s  as
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union o f f i c i a l s . ^  Thus th e  a re a  o f  approach between c a p i ta l  and la b o r
i s  r e s t r i c t e d .  U n fo rtu n a te ly , men whose educa tion  and t r a in in g  q u a lify
them f o r  such p o s i t io n s  do no t seek them, too  s tro n g  i s  th e  d e s ire  fo r
government jo b s , too  poor a re  th e  un ion  b u d g e ts j and too w idespread i s
th e  h o s t i l i t y  toward organ ized  la b o r  u n io n s. E le c tio n  of union o f f ic e r s
a re  su p e rv ised  by re p re s e n ta t iv e s  o f th e  M in is try  o f  S o c ia l A f fa ir s .
In  19^2, th e  I r a q i  econony had sev ere  i n f l a t i o n ,  and as a r e s u l t ,
th e  pu rchasing  power was much low er than  th e  r i s e  in  th e  p r ic e s  o f food,
2
c lo th in g  and r e n t .
D uring t h i s  p e rio d  o f  tim e and in  th e  y e a rs  fo llow ing  th e  wages 
which were p a id  to  th e  I r a q i  workers were considered  good, b u t had not 
k ep t up w ith  th e  ra p id  r i s e  o f  p r ic e s .  This s i tu a t io n  c re a te d  a la b o r  
im m igration  to  ne ighboring  Kuwait, which s t a r te d  to  a t t r a c t  maty fo re ig n  
workers to  work in  th e  newly e s ta b lis h e d  o i l  in d u s try  o f Kuwait,
Many I r a q i s  went to  Kuwait look ing  f o r  b e t t e r  wages, and th e  
number o f  I r a q i  w orkers in  Kuwait working in  th e  o i l  in d u s try  reached 
about 3 4̂^000 w orkers in  19^8.
The o i l  com panies, however, d id  no t prov ide th e  o i l  workers w ith 
means o f  t r a n s p o r ta t io n ,  and th e  workers had to  walk a t  l e a s t  a m ile  in  
th e  h o t sun from Kirkuk to  th e  o i l  f i e l d s .^
^Mohammed A ziz , Labor Economics (Baghdadî A l-R a b itta  P re ss , 1953),
p . 75.
% , M. A l-H abib , "The Labor Movement in  I r a q ,"  Middle E ast Af­
f a i r s , V ol. V II, No. h (A p r i l ,  1956), p . lU2.
3a . M. Wahab, "Petroleum  and Economic Development in  K uw ait," 
(unpub. Ph.D. d i s s e r t a t io n .  Department o f Geography, U n iv e rs ity  o f 
C a li fo rn ia  a t  Los A ngeles, 1959), p . 153.
^A. R oth, " I ra q :  B lack Gold and P o v e rty ,"  N a tion , Vol. CLXIV 
(A p ril  19 , 19Ù7), pp. hhh-kk6.
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On J u ly  3 , 19li6, th e  o i l  w orkers in  th e  Kirkuk o i l  f i e ld s  s tru c k  
a g a in s t  th e  o i l  company, and demanded fo rm ation  o f  la b o r  u n io n s, b e t t e r  
h o u rs , and a wage increm en t. T his s t r i k e  ended w ithout any ta n g ib le  
r e s u l t .  On J u ly  iL , 19^6, th e  o i l  w orkers c lashed  w ith  th e  p o l ic e ,  who 
f i r e d  in to  a dem onstra tion  o f 1̂ 00 w orkers, k i l l i n g  about e ig h t people.*^ 
The burden f e l l  on th e  sh o u ld e rs  o f  th e  I ra q  Petroleum  Company which 
had been c r i t i c i z e d  by many new spapers, e s p e c ia l ly  by th e  extreme n a tio n ­
a l i s t  ones.
A f te r  t h i s  m assacre (which was l a t e r  c a lle d  ”Kawerbaghy,” a f t e r  
th e  a re a  where i t  o c c u rre d ) , th e  company agreed to  improve th e  w orkers’ 
l iv in g  c o n d itio n s  and to  comply w ith  o th e r  demands. Thus th e  wages in  
some cases were r a is e d  from 16 to  75 per c e n t;  d a ily  allow ance f o r  re n t
O
was added; m edical f a c i l i t i e s  were extended and housing p lans were made.
K r. Roth, a  B r i t i s h  j o u r n a l i s t ,  d esc rib ed  th e  s i tu a t io n  in  t h i s
way:
My t r i p  to  Kirkuk convinced me th a t  w hile  la b o r  r e la t io n s  
have im proved, th e  company and th e  co o p era tin g  lo c a l  a u th o r i­
t i e s  have no in te n t io n  o f a llow ing  any th ing  b u t a company 
u n io n .^
A lso , a n o th e r  s t r i k e  took  p lac e  in  one o f th e  I ra q  Petroleum  
Company p ip e l in e  s ta t io n s  in  th e  w estern  d e s e r t  o f  I r a q ,  bu t i t  f a i l e d  
under s tro n g  p re s su re  from th e  government and th e  company.
In  1950 an o th e r s t r i k e  took  p lac e  in  th e  Zubair o i l  f i e l d s ,  and 
t h i s  one was o f  g re a t  im portance . The s t r i k e r s  demanded th e  form ation  
o f  a t r a d e  u n io n , an in c re a s e  in  wages, m edical s e rv ic e s ,  and tra n s p o r ­
t a t i o n  f a c i l i t i e s  from  A shar to  Makina Q u a rte r , th e  h eadquarte rs  o f th e
l l b i d . ,  p . hhS. ^ Ib id . -^Ibid
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Basrah Ptetroleum Company. The s t r i k e r s  c lashed  w ith th e  lo c a l  p o l ic e , 
and th e  p o lic e  f i r e d  a t  th e  d em onstra tion , k i l l i n g  se v e ra l w orkers.
T his a c t io n  was p e rs o n a lly  su p erv ised  by th e  M in is te r  o f I n te r io r  ( t h i s  
M in is te r  was executed in  1959 by th e  R evo lu tionary  Government fo r  h is  
a c tio n  a g a in s t  th e  o i l  w orkers in  Z ubair o i l  f i e l d s ) . Due to  th e  bad 
s i tu a t io n  in  th e  Basrah a re a , th e  I r a q i  Government dec lared  m arshal law
•t
in  th e  B asrah a re a . The company accep ted  some c o n d itio n s  of t h e i r  de­
mands, w ith  th e  he lp  o f th e  M in is te r  o f S oc ia l A f f a ir s .  B ut, on th e
o th e r  hand, th e  company re fu sed  to  in c re a se  wages, on th e  grounds th a t  
th ey  were above B a s ra h 's  le v e l  o f wages.^
A fte r  a  lo n g  p e rio d  o f  n e g o tia t io n  between th e  re p ré s e n ta tiv e  o f 
• th e  government and th e  w orkers, th e  government agreed to  perm it th e  o i l  
workers to  form a la b o r  un ion . One o b se rv a tio n  th a t  should be mentioned 
i s  t h a t  t h i s  s t r i k e ,  accompanied by m assacres, fo rced  th e  company to  
change i t s  p o lic y  and look  a f t e r  th e  w e lfa re  o f  i t s  w orkers.
Dr. M ajid K hadouri, th e  I r a q i  h i s to r ia n ,  d esc rib ed  th e  p o l i t i c a l ,
s o c ia l ,  econom ical and la b o r  s i tu a t io n  as fo llo w s:
The la c k  o f  s ta b le  dom estic p o l ic i e s ,  th e  p o ten t i f  g e n e ra lly  
i n d i r e c t  B r i t i s h  in f lu e n c e  which i s  c o n s is te n t ly  in im ica l to  
I r a q i  i n t e r e s t ,  and th e  im pact o f o th e r  fo re ig n  in te r e s t s  on 
th e  n a t io n 's  economy through  e x p lo i ta t io n  o f  n a tu ra l  resou rces 
a l l  combine to  r e ta r d  s o lu t io n  o f  th e  grave problems c o n fro n t­
in g  th e  co u n try . These unsolved  problems in  tu rn  p reserve  low 
s ta n d a rd  o f  l iv in g  d e r iv in g  la rg e ly  from alm ost u n b e liev ab le  
low re tu rn s  in  pu rchasing  power f o r  la b o r  perform ed. The c y c lic  
economic re p u rc u ss io n s  in e v i ta b ly  r e s u l t in g  from a ty ssm ally  low 
mass consumption a re  a tten d ed  by grave s o c ia l  and hygien ic  p ro­
blem s. A%1 o f  th e se  tremendous f a c to r s  add up in to  mass m isery .
I t  i s ,  th e r e f o re ,  easy to  comprehend why s tu d e n ts  and workers
^Middle E ast A f f a i r s , "ChronoloQr," Vol. V, No. 1 (January , 195U),
p . 37.
^lenczowsky, _0£ . c i t . , p . 268.
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a re  qu ick  to  p a r t i c ip a te  in  ariy and eveiy  p o l i t i c a l  r i o t  o r 
s t r e e t  d em o n stra tio n .^
In  c o n c lu sio n , acc rd in g  to  ny o b se rv a tio n s , th e  la b o r  unions in  
I r a q  have f a i l e d  to  ach ieve t h e i r  o b je c tiv e  and program s. Such f a i lu r e  
in  due to  th e  weakness o f th e  la b o r  union le a d e rs h ip , in  which th e  l a t ­
t e r  have worked f o r  th e  p o l i t i c a l  o b je c tiv e s  and n eg lec ted  the  economic 
o b je c tiv e s  and th e  w e lfa re  o f  th e  w orkers. In  a d d it io n , I  should men­
t io n  th a t  th e se  s t r i k e s  have been in sp ire d  and guided by the I r a q i  com­
m unist p a r ty .
The I r a q i  w orker, on th e  o th e r  hand, s in c e re  in  h is  a ttem p t to  
educate  h im se lf , r a i s e  h is  s tan d a rd  o f  l iv in g  and h is  s o c ia l  s t a tu s ,  
a ls o  needs deep u n d e rs tan d in g  on th e  p a r t  o f th e  a u th o r i t ie s  and th e  
employers concern ing  h is  s o c ia l  and economic problem s. %mpathy, guid­
ance , and co o p era tio n  w i l l  c o n tr ib u te  to  th e  s o lu t io n  o f  such problems 
and p ro g re s s iv e ly  le s s e n  h o s t i l i t y ,  s t r i k e s ,  b o y c o tts  and bloody c la sh es .
Housing program s.
The I r a q i  Law No. 38 , 19L l, re q u ire s  th a t  th e  in d u s t r i a l  p ro je c ts
2
prov ide  housing a t  s u i t a b le  p la c e s  fo r  t h e i r  employees.
D uring World War I I ,  th e  Kirkuk a rea  had developed a dw elling  
c r i s i s  which caused an in c re a s e  in  r e n t  u n t i l  th ey  were q u ite  beyond 
th e  o rd in a ry  w o rk e r 's  c a p a b i l i ty  to  pay. The c r i s i s ,  o f  cou rse , was 
due to  th e  ra p id  in c re a s e  in  th e  p o p u la tio n  o f  Kirkuk c i t y ,  and was th e
% a j id  K hadouri, Independent I r a q : A Study ^  I r a q i  P o l i t ic s  
S ince 1932 (London: Oxford U n iv e rs ity  P re s s , \ ^ 5 l ) ,  p7~575.
2e . a . K inch, "S o c ia l E f fe c t  o f th e  O il In d u s try  in  I r a q ,"  
I n te r n a t io n a l  Labor Review, Vol. LXXV, No. 3 (March, 19^7), pp. 193- 
206.
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most c r i t i c a l  problem  faced  by th e  I ra q  Petroleum  Company. In  J u ly  o f 
19b6, th e  company agreed to  g ive  i t s  employees a housing allow ance and 
a t  th e  same tim e adopted a b u ild in g  program .^ This program was l a t e r  
c a l le d  th e  Home Ownership Scheme.
The scheme, however, re q u ire s  a sm all d e p o s it  from th e  worker 
who has h is  cho ice  o f  ty p e , design  and c o s t o f house (su b je c t to  a maxi­
mum o f  ii,000 d in a rs  (abou t $1 1 ,2 0 0 ), in c lu d in g  th e  p r ic e  o f th e  l o t .
p
The company w i l l  su p e rv ise  and ta k e  c a re  o f th e  fo rm a l i t ie s .
By th e  end o f 1952, th e  company had b u i l t  500 houses in  Kirkuk 
c i ty  which a re  now c a l le d  " th e  Arapha Housing E s ta te ."  The development 
has a shopping c e n te r ,  sch o o ls , a  modern sewage d isp o sa l system and a l l  
th e  o th e r  f a c i l i t i e s  o f  modern l i f e .  These houses have th re e  bedrooms, 
a k i tc h e n , a s to re -ro o m , and a bathroom . T h ^  a re  su p p lied  w ith  e le c ­
t r i c i t y  and running  w ater system s. By th e  sp rin g  of 1957, 5l9 houses 
had been b u i l t  i n  K irkuk c i t y .  In  June, 1961, th e  I ra q  Petroleum  Com­
pany had b u i l t  1 ,200  houses in  th e  Kirkuk a re a  (d a ta  a re  no t a v a ila b le  
f o r  th e  y e a rs  1962 and 1963)
In  th e  B asrah  a re a , th e  Basrah Petroleum  Company by 195L had com­
p le te d  more than  300 houses under th e  Home Ownership Scheme. The Home 
Ownership Scheme in  B asrah  was on a sm a lle r  sc a le  than  th a t  o f K irkuk. 
The rea so n , as s ta te d  by D r. F in n ie  was: " p a r t ly  as a r e s u l t  o f d i f f i ­
c u l t i e s  in  a c q u ir in g  s u i ta b le  p lo ts  and p a r t ly  a lso  because Basrah 
Petroleum  Company em ployees, having f o r  th e  most p a r t  been employed 
f o r  no more than  s ix  o r seven y e a r s ,  have not y e t  amassed s u f f ic ie n t
l l b i d . ,  p . 198. ^ I b id . ,  p. 220
^ I r a q 's  Labor U nions, Monthly R eport (Baghdad: A l-R ab ita  P re ss ,
1962), p. 25.
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sav in g s  to  meet th e  down paym ent."^ By June , 1961, th e  Basrah Petroleum  
Company had b u i l t  h l$  houses.
F in a l ly ,  th e  Home Ownership Scheme has made a d i s t i n c t  c o n tr ib u ­
t io n  to  th e  m odern iza tion  o f  Kirkuk and B asrah c i t i e s .  I t  has improved 
lo c a l  b u ild in g  s ta n d a rd s , and a ls o  provided employment f o r  th e  lo c a l  
la b o r  f o r c e .  These houses were c o n s tru c ted  as much as p o ss ib le  from 
lo c a l  m a te r ia ls ,  and they  were b u i l t  t y  lo c a l  c o n tra c to rs .  As a  r e s u l t ,  
th e  number o f  sm all workshops grew trem endously , and th e  in c re a se  in  
o v e ra l l  in d iv id u a l  incomes has a u to m a tic a lly  s tren g th en ed  th e  purchasing  
power o f  th e  w orkers and th e  consumption o f  th e  lo c a l  m arket.
T ra in in g  o f  w orkers.
A ccording to  th e  re v ise d  19^2 agreem ent, th e  o i l  companies o p e ra t­
in g  in  I ra q  pledged to  send f i f t y  I r a q i  s tu d e n ts  each y e a r  to  th e  U nited
Kingdom to  s tu c ^  fo r  degrees and diplom as in  te c h n ic a l  s u b je c ts .  The
2
maximum s tu d e n ts  abroad were no t to  be more than  2^0 a t  any tim e.
I ra q  Petroleum  Company planned to  e s ta b l is h  an in d u s t r ia l  t r a i n ­
in g  i n s t i t u t i o n  in  I r a q ,  and th e  f i r s t  one was opened a t  Arapha in  
Kirkuk c i ty  in  1952. T his c e n te r  was provided w ith  modern la b o ra to r ie s ,  
c lassroom s and a d r a f t in g  o f f i c e .  I t s  aim i s  to  supply th e  growing de­
mand f o r  s k i l le d  la b o r ,  te c h n ic ia n s , and c l e r i c a l  and commercial s t a f f .  
Under t h i s  scheme, l 5 - l8  y e a r  o ld  boys who have completed a t  l e a s t  t h e i r  
e lem entary  educa tion  a re  s e le c te d  by the  company f o r  a f iv e -y e a r  appren­
t ic e s h ip  t r a in in g .  D uring t h i s  pe riod  each s tu d e n t re c e iv e s  from th e  
company about te n  d in a rs  a  month ($ 2 8 .0 0 ).
I p in n ie ,  o£. c i t . , p . 131.
^See C hapter 17, 1952 O il Agreement, p. 68.
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The t r a in in g  i s  d iv id ed  in to  two p e rio d s . D uring th e  f i r s t  one 
(two y e a r s ) ,  a l l  s tu d e n ts  have to  c o n c e n tra te  on E n g lish , m athem atics, 
p h y s ic s , c h em is try , d r a f t in g ,  la b o ra to ry  work, and workshop t r a in in g  in  
wood and m e ta ls . The c e n te r  a lso  c a r r ie s  ou t an a d u lt  educa tion  program 
in  th e  evening . I n s t r u c t io n  i s  in  E n g lish , and th e  courses in c lu d e  com­
m erc ia l s u b je c ts  and c l e r i c a l  o f f ic e  methods.
In  19$2, 330 s tu d e n ts  were ta k in g  advantage o f t h i s  o p p o rtu n ity . 
By 19^6 th e  evening en ro llm en t was around 1 ,^00  s tu d e n ts . The company 
employees who show a b i l i t y  and prom ise a re  se n t to  th e  U nited Kingdom 
fo r  one o r  two y e a rs  o f p r a c t ic a l  i n d u s t r i a l  t r a in in g  in  a d d itio n  to  
p a r t- t im e  a tten d an ce  a t  te c h n ic a l  c o lle g e s . By 19^3 th e  company had 
se n t 2$ s tu d e n ts  to  th e  U nited  Kingdom. This number was in c reased  to  
6^ s tu d e n ts  in  19^8.
R ecrea tio n  and n u t r i t i o n .
The w elfare  fu n c tio n s  provided  by th e  o i l  companies s ta r te d  du r­
in g  th e  e a r ly  p a r t  o f 1950. The o i l  workers now e le c t  committees to  
d i r e c t  and su p e rv ise  t h e i r  own w e lfa re . The fu n c tio n  o f th e se  commit­
te e s  i s  adv iso ry  and i s  r e s t r i c t e d  to  d isc u ss io n s  o f housing, t ra n s p o r ­
t a t i o n ,  g e n e ra l w e lfa re  and s p o r ts .
Food i s  p rovided  d a ily  to  th e  workers and personnel in  most a re a s  
by c o n tr a c to r s .  The company su p p lie s  th e  c o n tra c to r s —fre e  o f c o s t— 
room sp ace , equipm ent, e l e c t r i c i t y  and w ater. In  r e tu r n ,  th e  company 
determ ines th e  meal p r ic e s ,  w hile  th e  c o n tra c to r  s p e c i f ie s  th e  kind o f  
food he may se rv e  and su p e rv ise s  th e  c le a n l in e s s  o f  th e  mess. I ra q  
Petro leum  Company and i t s  a s so c ia te d  companies o f f e r  th e  workers b rea k ­
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f a s t  and lunch  a t  30 f i l s '  (8.U c e n ts )  a p ie c e .^  In  Kirkuk c i ty ,  a swim­
ming pool and a te n n is  c o u rt were added to  th e  f a c i l i t i e s  o f th e  em­
ployees* re c re a t io n  c e n te r .  A nother am enity provided was a gymnasium 
a t  Arapha which opened in  September, 1956. New i n s t a l l a t i o n s  were 
com pleted a t  p ip e l in e  s ta t io n s  f o r  th e  w e lfa re  o f personnel working 
th e r e .  At th e  K irkuk p ip e l in e  s ta t io n  No. 3 (K3), an outdoor movie 
s e a t in g  2L5 p eo p le , and a  swimming pool were b u i l t .  At th e  T r ip o li  
(T l) pumping s t a t i o n s ,  two new swimming pools were c o n s tru c te d . A lso , 
th e  company provided th e  w orkers w ith  t r a n s p o r ta t io n  to  and from work 
f r e e  o f  c o s t .
M edical s e r v ic e s .
The f i r s t  o i l  company h o s p i ta l  a t  Kirkuk was e s ta b lis h e d  in  1937.
I t  began w ith  Ul; beds and l a t e r  was expanded to  125 b ed s. This h o sp ita l
was equipped w ith  modern f a c i l i t i e s :  X-Ray, p h y sio -th e rap y  and rad io logy  
departm en ts. The m ajor aim i s  to  se rv e  th e  la b o re rs  o f  th e  o i l  in d u s try  
in  K irkuk c i t y ,  and to  tak e  c a re  o f  th e  n e ce ssa iy  m ajor o p e ra tio n s  o f 
th e  Mosul c i ty  and th e  pump s t a t io n s .  I t  i s  prepared to  handle m ajor 
o p e ra tio n s  o f  a l l  k in d s . In  1951, 1778 p a t ie n ts  were adm itted , o f whom 
606 were non-em ployees. The h o s p i ta l  perform s an average of 1,200 oper­
a t io n s  a y e a r .
A lso , th e  company opened th re e  d is p e n s a r ie s ;  one a t  Arapha, one
a t  Camp No. 8 on G reat Zab r iv e r ,  and th e  th i r d  in  th e  new in d u s t r ia l
a re a .  These d is p e n s a r ie s  a re  c o n tro l le d  by fo u r  m edical o f f ic e r s .
I n  th e  B asrah  a re a  th e re  were th re e  sm all h o s p i ta ls  in  1952, 
w ith  a t o t a l  c a p a c ity  o f  t h i r t y  b ed s.
^Lenczsw ki, 0£. c i t . , p . 297.
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I n  Mosul c i ty  two c l in i c s  and two d isp e n sa r ie s  c a te r  to  th e  needs 
o f  Mosul Petroleum  Compare’s la b o r  fo rc e .
The o i l  companies, through t h e i r  m edical f a c i l i t i e s ,  c a rry  on, in  
coo p era tio n  w ith  th e  lo c a l  a u th o r i t i e s ,  v a rio u s  campaigns to c o n tro l 
d ise a se  in  th e  a re a s  in  which they  o p e ra te .^
E f fe c t  o f  th e  Petroleum  Revenue on th e  I r a q i  B alance o f Payments
The petroleum  revenue, from th e  f in a n c ia l  p o in t o f view, i s  r e ­
garded as th e  most im p o rtan t f a c to r  in  th e  ba lan ce  o f payments and in  
th e  government b u d g e t.
The b a lan ce  o f  payment which was published f o r  1939 by th e  I n t e r ­
n a tio n a l  M onetary Fund (IMF) p rov ides s t a t i s t i c a l  re p o r ts  about th e  o i l  
investm en t in  I r a q .  D ire c t  investm ent by th e  o i l  companies in  I ra q  i s  
de fin ed  by th e  I n te r n a t io n a l  M onetary Fund a s :  "The va lue  o f im ported
c a p i ta l  equipm ents p lu s  advances by th e  o i l  companies to  th e  government
2minus repaym ent to  th e s e  advances."
TABLE 20
EXPORT,. IMPORT—EXCLUDING PETROLEUM—AND BALANCE OF TRADE
(m ill io n s  o f  d o l la r s )
1 9 ^ 1955 1956 1957 1958
Export 53 I18 39 36 L8
Im port 20k 272 321 3l3 307
B alance -151 -221 -282 -307 -259
^Guide to  K irkuk, og. c i t . , p . 30.
^ In te rn a t io n a l  Monetary Fund, B alance o f Payments—Year Book 1938, 
19I1.6 and 19h7 (W ashington, D .C ., 19^8), p. 229.
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Table 20^ shows th e  b a lan ce  o f t r a d e ,  exclud ing  petro leum . The
b a lan ce  shows a d e f i c i t  o f  $1^1 in  19^h; $22U in  1955j $282 in  1956;
$307 in  1957, and $259 in  1958.
In  1957 I r a q ’s im ports jumped from $20U m ill io n  in  195ii to  $3^3
m illio n  d e s p ite  a 30 per cen t f a l l  in  o i l  revenue ( in  1956 petroleum»
revenue dropped from $193 m ill io n  to  $137 m ill io n  in  1957) as a r e s u l t
o f  th e  d e s tru c t io n  o f  th e  pumping s ta t io n s  in  S y ria  by th e  % -rian am y
2
during  th e  Suez in v a s io n .
In  1957, I r a q i  ex p o rts  ( in c lu d in g  petroleum ) dropped from $81; 
m ill io n  in  195U to  $65 m ill io n  in  1957, which rep re sen ted  29 p e r cen t 
o f  th e  t o t a l  e x p o rt. A lso , th e  lo c a l  ex p en d itu res  on development ex­
ceeded th e  o i l  revenue, which ra is e d  the  t ra d e  d e f i c i t  s u b s ta n t ia l ly .^  
Indeed , s in c e  1950 th e  I r a q i  b a lan ce  o f payment has been accom­
pan ied  by d e f i c i t  i n  c u r re n t  acco u n ts , which ro se  o u ts id e  th e  o i l  s e c to r  
from $252 m ill io n  in  1956 to  $282 m ill io n  in  1957.^ This d e f i c i t  was 
covered by borrow ing $25 m ill io n  from th e  o i l  companies and ty  ’’drawing 
on fo re ig n  a s s e ts  to  th e  e x te n t o f  $67 m i l l io n .”
In  1958 th e  I r a q i  Government rece iv ed  $22h m illio n  p lu s $11 m il­
l io n  in  back payments, wiiich enabled her to  reduce th e  d e f i c i t  and b u ild  
h e r a s s e ts  o f  gold  and fo re ig n  exchange.
\ j .  N. Department o f Economic and S o c ia l A f f a ir s ,  Economic De­
velopm ent in  th e  M iddle E a s t, Supplement o f Mo r id  Economic Survey ,~T958 
(New York: TJ. N. I ^ b l i c a t io n s , 1959), P. 37*
^’’I ra q  Petroleum  Company P ip e lin e  Sabotaged by S y ria n s ,"  B usiness 
Week (November 17, 1956), P* 167.
^U. N. Departm ent o f Economics and S o c ia l A f f a ir s ,  Economic De­
velopm ent in  th e  M iddle E a s t , 1957-1958, p . 1;6,
^ I b id . ,  p . 1:7. ^ Ib id . ,  p . 18.
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I f  we compare t h i s  s i tu a t io n  w ith  th e  ba lance  o f  payments o f 
1939-1938, we can see  th a t  th e  l a t t e r  was accompanied by d e f i c i t s  o f 
$20 and $28 m il l io n , r e s p e c t iv e ly .  This d e f i c i t  was covered by r e -
■I
c e ip ts  from t o u r i s t  and p ilg r im  t r a f f i c .
The I n te rn a t io n a l  T ran sac tio n  o f  I ra q  and th e  Role o f Petroleum
Table 21 shows how petro leum  played an im portan t ro le  in  th e  
b a lan ce  o f  t r a d e .  In  19^0 th e  va lue  o f th e  petroleum  export was 28.6 
m ill io n  d in a rs  (ab o u t $72,U00,000) and in  19^3 t h i s  sum was m u ltip lie d  
due to  th e  s ig n in g  o f a new agreement between th e  o i l  companies and the  
I r a q i  Government. In  1955 i t  ro se  to  168.1 m illio n  d in a rs  (about 
$U 70,680,000), b u t t h i s  amount dropped to  113.2 m illio n  d in a rs  (about 
$316, 960, 000) ,  due to  th e  d e s tru c t io n  o f  the  p ip e l in e  in  Sÿ-ria during  
th e  Suez c r i s i s .  In  1958 i t  ro se  to  185 .5  m ill io n  d in a rs  (about 
$517, 200, 000) .  Thus, th e  petro leum  rep re se n te d  about 90 per cen t o f 
I r a q 's  ex p o rts  in  1958, as shown in  Table 21. The petroleum  companies, 
on th e  o th e r  hand, im ported some su p p lie s  and equipment which were 
needed f o r  t h e i r  o p e ra tio n s  o r employees.
One th in g  should be m entioned. A fte r  th e  e stab lish m en t o f th e  
new regim e in  I ra q  i n  1958, a t i g h t  system  of c o n tro ls  was imposed on 
th e  fo re ig n  t r a d e  o f  I r a q .  T his was aimed a t  keeping in  check th e  
o v e r - a l l  d e f i c i t  in  th e  goods and s e rv ic e s  accoun t, th a t  had developed 
f o r  th e  f i r s t  tim e in  1956-1957, m ainly as a consequence o f th e  drop in  
o i l  revenue th a t  r e s u l te d  from th e  Suez c r i s i s .
^U. N. World Economic R eport, 19b8 (New York: U. N. P u b lica ­
t i o n s ,  Ju n e , 19it^) ,  p . 183 .
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TABLE 21
INTERNATIONAL TRANSACTIONS -  IRAQ 
( In  m ill io n  d in a rs )
Item s 1950 1951 1952 1953 195ii 1955 1956 1957 1958
TOTAL EXPORTS 50.2 65 .2 99.3 139.9 171.2 185.3 170.6 128 .b 202.L
Petroleum 28.6 36.1 79.3 120.1 155.7 168,1  156.6 113.2 185.5
B arley 8.7 12 .5 9 .0 8 .6 8 .8 6 .2 5 .0 3 .0 ii.8
D ates If.3 5 .6 ii.7 ii.2 3 .5 2 .8 2 .5 3 . it 2 .9
TOTAL IMPORTS 37.6 51.0 61 .8 6 8 .k 72 .8 97.2 113.il 121.8 108.8
By petroleum  
o i l  companies
8 . il 8 .8 lii .i l 13 .2 5 .8 6 .3 7 . il 10. li 10 .0
Source: " I r a q ,"  I n te rn a t io n a l  F in a n c ia l  S t a t i s t i c s , I9 6 0 , Vol.
X III , No. 8 (A ugust, I9 6 0 ) , p." Ï6 5 .
I t  was in ten d ed  to  encourage lo c a l  in d u s t r ie s  w ith in  th e  framework 
o f  th e  i n d u s t r i a l i z a t io n  d r iv e , which i s  one o f th e  fe a tu re s  o f th e  eco­
nomic p o lic y  o f th e  new governm ent. This r e s t r i c t i v e  system  has been 
a p p lied  r a th e r  l i b e r a l l y .  The su rp lu s  in  th e  goods and se rv ic e s  accoun t, 
made p o s s ib le  by a la rg e  o i l  income which o f f s e ts  th e  heavy d e f i c i t  in  
th e  m erchandise acco u n t, a ssu re s  I ra q  o f a supply o f fo re ig n  exchange 
more than  adequate  f o r  im ports o f  bo th  consumer goods and c a p i ta l  goods 
f o r  economic developm ent.
I n te r n a l  Spending and I t s  E ffe c t  on th e  Local Economy
O il companies have c o n tr ib u te d  a g re a t d ea l through t h e i r  lo c a l  
spending to  th e  econony o f th e  country  in  th e  form o f s a l a r i e s  and wages 
pa id  to  th e  employees o f  th e  in d u s try . The companies pay on th e  one hand
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a d i r e c t  payment to  th e  government, and on th e  o th e r  hand, pay f o r  t h e i r  
employees and o p e ra tio n s . As was exp la ined  in  C hapter IV, th e  o i l  com­
p a n ie s  prov ided  th e  economy w ith  s k i l le d  la b o re rs  who rece ived  t h e i r  
t r a in in g  and experience  in  th e  v a rio u s  f i e l d s  o f the  o i l  in d u s try . Some 
o f  them chose to  lea v e  th e  company and t h i s  c rea ted  lo c a l  en trep ren eu rs . 
I n  a d d itio n  to  th e  d i r e c t  payments to  th e  government under the  term s of 
th e  concession  and o p e ra tio n s  in  I ra q  in  consuming lo c a l  p ro d u c ts , they 
helped th e  lo c a l  p ro d u c tiv ity  to  en la rg e  and hence s u b s ta n t ia l ly  i n ­
c reased  th e  demand f o r  l o c a l  m a te r ia l  and s e rv ic e s .  The in c re a se  of 
lo c a l  ex p en d itu res  by th e  I ra q  Petroleum  Company and i t s  a sso c ia te d  com­
pan ies from 1938 to  i 960 i s  shown in  Table 22.
In  1938 th e  lo c a l  ex p en d itu res  were 52^,000 d in a rs  ($1 ,L 60 ,000). 
By 19^6 th e  lo c a l  ex p en d itu res  ro se  to  2 ,067,000 d in a rs  C$5,878,000), 
and by 1952 th ey  reached a peak o f 7 ,180,000 d in a rs  ($20 ,10 ii,000).
T his in c re a se  was due to  th e  e re c tio n  o f a 32-inch  p ip e lin e  to  
th e  M editerranean  se a . A lso , we observe from t h i s  ta b le  th a t  in  19ii9 
th e  lo c a l  ex p en d itu re  ro se  to  6,371 d in a rs  ($17 ,838 ,000), b u t th a t  th i s  
f ig u re  dropped in  1950 to  3 ,190,000 d in a rs  ($8,932,000) due to  th e  Arab- 
I s r a e l i  war and th e  shutdown o f th e  p ip e lin e  from Kirkuk to  H aifa in  
P a le s t in e .  The f ig u re  ro se  again  from 8,1^68,000 d in a rs  ($22,200,000) 
in  1955 to  9 , 160,000  d in a rs  ($ 2 5 ,2 0 0 ,0 0 0 )  in  1959 and to  10,276,000 d i ­
n a rs  ($ 28 , 700, 000) in  I960 .
The e f f e c t  o f  lo c a l  spending by th e  o i l  companies on th e  econo­
mic development o f  c e r ta in  a re a s  in  I ra q  i s  shown by th e  f a c t  th a t  th e  
c i t y  o f  K irkuk, s i tu a te d  n ear th e  im portan t I ra q  Petroleum  Company o i l  
f i e l d s  o f  Baba G urger, has had a th r e e - fo ld  in c re a se  in  popu lation
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TABLE 22
LOCAL EXPENDITURES BY IRAQ PETROLEUM COMPANY, BASRAH PETROLEUM COMPANY, 
AND MOSUL PETROLEUM COMPANY -  1938, 1916 to  I960
(d in a r  = $2 .80)
Y ear Local spending 
( in  thousand d in a rs )
1938 525
19U6 2,067
1917 5,503
19U8 6,911
19L9 6,371
1950 3,190
1951 5,685
1952 7,180
1953 6,L90
* 1955 8,L68
* 1956 7,560
* 1957 8,560
* 1959 9,160
* I960 10,000
■’̂ Cumulated from I ra q  Petroleum  M agazine.
Source: I n te r n a t io n a l  Monetary Fund, Balance of Payments, Year
Book, 1938-19Û6 and 19h7, I9h9-19$0 , V ol. I l l  (W ashington, D. C ., Ï 9 ^ Ï ) ,  
pT^U9‘̂  F or th e  y e a r  19^2, see  19 l7-19^3 , Vol. V, p . 6 , under " I r a q ."
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1
Employment. The petro leum  in d u s try  p rov ides employment fo r  th e  
lo c a l  la b o r  fo rc e  through  i t s  o p e ra tio n s  in  I r a q . I t  opened in  19^2 a 
t r a in in g  c e n te r  f o r  i t s  w orkers in  K irkuk. T his t r a in in g  program f a c i ­
l i t a t e d  and in c re a se d  th e  number o f lo c a l  workers in  th e  o i l  in d u s try  
and developed m echanical c a p a b il i ty  and in d u s t r ia l  experience among 
th e  w orkers.
The employment o f  thousands o f n a tiv e  workers in  th e  o i l  in d u s try  
invo lved  n o t only t h e i r  le a rn in g  modern in d u s t r ia l  techn iques b u t a lso  
t h e i r  acquain tance  w ith  w estern  modes o f  l iv in g .  The camel d r iv e r  who 
used th e  d e s e r t  as an environm ent f o r  h is  l iv in g  now became a worker.
The o i l  companies provided him w ith  housing , re c re a t io n  f a c i l i t i e s  and 
se n t h is  c h ild re n  to  schoo ls  ( b u i l t  by o i l  companies) around th e  pump­
in g  s ta t io n s  a c ro ss  th e  d e s e r t .
The Basrah Petroleum  Company's program, f o r  example, c rea ted  op­
p o r tu n i t i e s  f o r  re g u la r  employment in  th e  Basrah a rea  by means o f b u i ld ­
in g  and t r a n s p o r ta t io n  c o n tr a c ts .  O ther groups b e n e f ite d  were mechanical 
and e l e c t r i c a l  e n g in e e rin g , c a rp e n te r in g , t a i l o r i n g ,  and motor v e h ic le  
s e rv ic in g  and m aintenance. Thus we can say th a t  th e  petroleum  in d u s try  
b e n e f i te d  th e  l i f e  o f th e  I r a q i  community.
Employment in  th e  o i l  in d u s t r ie s  was in c re ased  as the  in d u s try
expanded i t s  o p e ra tio n s . An annual average of about I t ,200 workers were
employed from 1929-19it^J from I9it6 to  1953 th e  average ro se  to  about
212,700  employees and in  i9 6 0 , th e  average reached 18,000  employees.
^Guide K irkuk ( I r a q  Petroleum  Company P u b lic a tio n s )  op. c ^ . ,  p . 35
^A h l-N afit M agazine, op. c l t . , p. 1? .
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D ire c t Payment by th e  O il Companies and F in a n c ia l  Help to  Iraq
The d i r e c t  payment by th e  o i l  companies to  th e  I r a q i  Government 
to g e th e r  w ith  lo c a l  e x p en d itu re s  (wages and purchases o f m a te r ia ls )  
amounted to  a fo u r th  o f  th e  e n t i r e  n a tio n a l  income in  1961.^ The d ir e c t  
payment helped th e  governm ent’s f in a n c ia l  s t a tu s  so th a t  i t  could a l l o ­
c a te  annually  30 per cen t o f  th e  o i l  revenue as a supplement item  to  i t s  
n a tio n a l  budget fo r  th e  purpose o f m eeting th e  re g u la r  expenses.
Table 23 shows th e  d i r e c t  payment by th e  o i l  companies to  the  
I r a q i  Government from 19^0 to  I960 . In  1950 th e  d i r e c t  payments were 
$19 m il l io n . In  1952 th e  revenue jumped to  $91.2 m illio n  as a r e s u l t  
o f  th e  p r o f i t  sh a r in g  from th e  signed  new agreement which was l a t e r  
c a l le d  th e  f i f t y - f i f t y  form ula . In  1955 i t  reached $206.3 m ill io n , b u t 
t h i s  f ig u re  decreased  to  $136.9 m ill io n  in  1957. This was due to  th e  
Suez c r i s i s  and th e  subsequent d e s tru c t io n  of th e  p ip e lin e  and th e  
pumping s ta t io n s  in  $ y r ia ,  b u t th e  revenue was m u ltip lie d  in  I960 as 
a r e s u l t  o f  th e  in c re a s e  o f  th e  p roduction  o f crude o i l .
In  a d d itio n  to  the  above f in a n c ia l  he lp s c a rr ie d  on by th e  o i l  
companies combined, we f in d  th a t  Basrah Petroleum  Company alone has 
c a r r ie d  on c e r ta in  economic a c t i v i t i e s  r e s u l t in g  in  th e  b e n e f i t  o f th e  
w orkers and th e  co u n try .
A f te r  th e  d isco v ery  o f o i l  in  Z ubair o i l  f i e ld s  in  195 l, th e  
B a s i^  Petroleum  Company s t a r te d  to  c o n s tru c t a p ip e lin e  l in k in g  th e  
Z ubair o i l  f i e l d s  w ith  Fao te rm in a l on th e  P e rs ian  G ulf. I t  employed 
lo c a l  w orkers and used lo c a l  m a te r ia ls  in  c o n s tru c tio n  of t h i s  p ip e l in e .
^ Z a lz a la , o£. c ^ . ,  p. 3L. Î b id . , p. 35.
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TABLE 23 
OIL REVENUE -  1950-1960
Year Amount ( in  m ill io n  d o lla r s )
1950 19.
1951 39.1
1952 91.2
1953 1Ü3.8
195ft 191.2
1955 206.3
1956 192.6
1957 136.9
1958 22U.U
1959 2k2.2
I960 260.0
Source: M ajid E ze t, I r a q 's  O il Revenue (Baghdad: Al-Nijura P re ss ,
1961), p . ho.
Indeed , Basrah Petroleum  Company i s  considered  as a p ioneer in  
i t s  economic a c t i v i t i e s  in  I r a q .  In  1953, however, Basrah Petroleum  Com­
pany f u l f i l l e d  one o f i t s  main am b itio n s , namely, th e  estab lish m en t of 
lo c a l  e n te rp r is e s  capab le  o f  perform ing sp e c ia liz e d  a u x il ia ry  s e rv ic e s  
f o r  th e  in d u s try .^
B a s r a h  Petroleum  Company, through i t s  o p e ra tio n  and a c t i v i t i e s ,
2
employed more than  3 ,000 I r a q i  w orkers. Thus, th e  company, through
^A. J .  Mayer, M iddle E ast C ap ita lism  (Cambridge, M assachusetts: 
H arvard U n iv e rs ity  P re s s , 1959), p. 66.
^ F in n ie , og. c i t . ,  p . 1;0.
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i t s  a c t i v i t i e s ,  c re a te d  employment f o r  th e  lo c a l  la b o r  fo rc e . On the
o th e r  hand, te c h n ic a l  adv ice  ^as given and much equipment fo r  oub lie
1
u t i l i t i e s  was lo an ed . For example, f i r e  tru c k s  were put under the  
lo c a l  a u th o r i t i e s  in  case  o f em ergencies. The o i l  company s ta r te d  to  
encourage lo c a l  m erchants by pu rchasing  some equipment requ ired  fo r  
t h e i r  o p e ra tio n s .
On th e  b a s is  o f t h i s  p o lic y , th e  Basrah Petroleum Company c rea ted  
lo c a l  e n tre p re n e u rs , which a u to m a tica lly  c re a te d  com petition  among the  
m erchants.
Basrah Petroleum  Company c a r r ie d  i t s  economic a c t iv i t i e s  through
i t s  purchases from th e  lo c a l  g ro c e r ie s  and was regarded as the  l a r g e s t
custom er. In  19^6, t h i r t y  f irm s supp lied  food to  th e  company's fo re ig n  
em ployees, amounting to  100,000 d in a rs  ($2P0,000).
The goal o f  th e  Basrah Petroleum  Company i s  to  in c re ase  employ­
ment f o r  th e  lo c a l  la b o r  fo rc e . The company has s ta r te d  to  b u ild  houses 
f o r  i t s  em ployees. These houses a re  fu rn ish ed  w ith  modern fu rn i tu re  by 
th e  lo c a l  c o n tra c to rs  which employ hundreds o f c a rp en te rs  to  make th is  
f u r n i tu r e .  A lso , th e  company has s ta r te d  to  b u ild  some roads l in k i r v  
th e  o i l  f i e l d s  w ith  B asrah c i t y .  These c o n tra c ts  were given to  th e  lo c a l 
c o n tra c to rs  and depend on lo c a l  m anufacturing  fo r  b r ic k  and t i l e .
An im portan t p o in t should be observed. These achievem ents 
economic a c t i v i t i e s  which have been provided by the  company were to  r e ­
b u ild  i t s  re p u ta tio n  among th e  I r a q i  people and e sp e c ia l ly  th e  Basrah 
community. The people o f th e  Basra'-' a rea  regarded th e  company as the
l l b i d . ,  p . L l.
^ Ib id . , p. H3.
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re s p o n s ib le  agen t which cooperated  w ith  th e  government a g a in s t th e  o i l  
workers in  th e  m assacre o f  1952 (see  C hapter 17 concerning th e  o i l  i n ­
d u s try  and la b o r  r e l a t i o n s ) .  Thus, th e  company has t r i e d  to  become a 
p a r t  o f th e  community. Time w i l l  t e l l  whether such p o l ic ie s  can be 
e f f e c t iv e  in  s t a b i l i z i n g  th e  o i l  company’s p o s i t io n  in  th e  country  and 
in  th e  community.
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CHAPTER ? .
OVERALL ECONOMIC DEVELOPMENT, 19^2-1960 
The Development Board and I t s  Pï*ogram
With th e  in c re a s e  in  o i l  revenue and th e  ex p ec ta tio n  o f a gradual 
in c re a s e  in  income, th e  government c re a te d  a Development Board in  May o f 
1950. I t  was in ten d ed  th a t  th e  Board should c o n s is t  of experts  and ad­
v i s e r s ,  independent o f  p o l i t i c s ,  to  i n i t i a t e  and c a rry  ou t programs fo r  
I r a q 's  economic developm ent. The d u tie s  o f  th e  Development Board were 
po in ted  ou t by th e  law  as p lanning  and execu ting  j as i t  was s ta te d  in  
one o f th e  item s o f  th a t  law , "a genera l economic and f in a n c ia l  p lan fo r  
th e  development o f  th e  n a tu ra l  re so u rce s  o f Iraq  and th e  r a is in g  of the  
s ta n d a rd  o f  l iv in g  o f  p e o p l e . T h e  Board was e n tru s te d  w ith  v a rio u s 
development p ro je c ts  which would employ th e  se rv ic e s  of lo c a l  and f o r ­
e ign  c o n s u lta n ts ,  e x p e r ts  and c o n tra c to rs .
S tru c tu re  and F unction  o f th e  Development Board
The Board was composed o r ig in a l ly  o f e ig h t members, among whom 
were th e  Prime M in is te r , a c tin g  as p re s id e n t o f th e  Board, the  Finance 
M in is te r , and s ix  o th e r  v o tin g  execu tive  members appoin ted  by th e  Coun­
c i l  o f  M in is te rs  f o r  a terra o f f iv e  y e a r s ,  su b je c t to  e x te n tio n . But
^Government o f I r a q ,  Development Board, Law No. 3 o f 1950, as 
amended ^  f i r s t  amending Law 6 fo r  YeaFT9'5? (SagHdad: Govern- 
ment P re s s , 1953)» P* I«
2
S a l te r ,  o£. c i t . , p . 97.
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th e  F inance M in is te r  now s i t s  on th e  Board as an e x -o f f ic io  member. In  
1953 th e  M in is te r  o f  th e  newly e s ta b lis h e d  M in is try  o f Development was 
made an e x -o f f ic io  member o f  th e  Board.
A ll members o f th e  Board have equal v o tin g  r ig h ts .  Three o f th e  
seven ex ecu tiv e  members a re  req u ire d  to  be e x p e r ts . One o f th e  ex p erts  
must be a s p e c i a l i s t  in  economics and f in a n c e , and ano ther in  i r r ig a t io n .  
The s p e c ia l ty  o f th e  t h i r d  i s  determ ined by th e  Council o f M in is te r s . ^ 
The Board has two fo re ig n  execu tive  members, o f whom an American, 
Mr. Wesley N elson, a c ts  as  an ex p e rt fo r  i r r i g a t i o n ,  and a B r i t i s h  mem­
b e r , Mr. M. G. lo n id e s , has rep laced  S ir  Eddington M il le r ,  who devoted 
h is  s e rv ic e s  to  economics and f in a n c e . The law  made i t  necessary  th a t  
th e  two m in is te rs  o f Development and Finance be p resen t to  make a quorum 
a t  th e  m eetings o f th e  Board. The le g a l  quorum i s  s ix  members.^ F u r­
therm ore, th e  law  s t a t e s  t h a t ,  " in  d isc u ss in g  p ro je c ts  having r e la t io n  
w ith  a c e r ta in  m in is try , th e  Board s h a l l  in v i te  th e  M in is te r  concerned
3
w ith  a view to  h earin g  h is  v iew s."
The a d m in is tra t iv e  s t r u c tu r e  o f  th e  Board was composed o f fo u r 
te c h n ic a l  com m ittees, which a re  now re sp o n s ib le  to  th e  M in is te r  o f De­
velopm ent, b u t se rv e  b o th  th e  Board and th e  M in is try .^  The F i r s t  Tech­
n ic a l  S ec tion  i s  concerned w ith  th e  development o f i r r ig a t io n ,  flood  
c o n tro l ,  w ater s to ra g e , d isp o sa l and d ra in ag e . I t s  d u tie s  a re  to  make
T-Ib id . ,  p . 106.
^Government o f  I r a q ,  Development Board, Law No. 27, A r t ic le  36 , 
J u ly , 1953 (Baghdad: Government P re s s , 195L), p T 3 .
3g, J .  Habermann, "The I ra q  Development Board, A d m in is tra tio n  and 
P rogram ,” The M iddle E ast J o u rn a l , Vol. IX, No. 2 (S p rin g , 1955) pp. 179- 
186.
^ S a l te r ,  o£. £ i t . ,  P* 106.
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recommendations on th e  b a s is  o f p r i o r i t y  o f p ro je c ts  and th e  adv ice  o f 
c o n s u lta n ts . The s t a f f  o f t h i s  s e c t io n  works w ith  th e  c o n su lta n ts  on 
th e  p re s e n ta tio n  o f p ro p er s p e c i f ic a t io n s  f o r  a p ro je c t  so th a t  con­
t r a c t s  may be l e t  and b id s  rec e iv e d  from th e  c o n tra c to rs .
The Second T echn ical S ec tion  i s  re sp o n s ib le  f o r  (a) th e  develop­
ment o f communication ty  la n d , s e a , and a i r ;  (b) th e  c o n s tru c tio n  and 
improvement o f b r id g e s ;  and (3) th e  e re c t io n  of pub lic  b u ild in g s , sch o o ls , 
c l i n i c s ,  h o s p i ta ls  and l iv in g  q u a r te r s  f o r  low and middle income w orkers. 
This s e c tio n  d e a ls  w ith  sh o r t  terra  p ro je c ts  and works in  much th e  same 
way as th e  i r r i g a t i o n  s e c tio n  d escrib ed  above, except th a t  many o f i t s  
sm a lle r  c o n tra c ts  f o r  b u ild in g s  a re  awarded to  lo c a l  f irm s .^
The Third S ec tion  i s  re sp o n s ib le  f o r  p ro je c ts  r e la te d  to  in d u s- 
t i y ,  e l e c t r i c i t y  and m ining. I t  i s  r e la t iv e ly  sm all and has devoted 
much o f i t s  s e rv ic e s  to  s tudy ing  th e  p o s s ib i l i ty  o f e s ta b l is h in g  c e r ta in  
in d u s t r ie s  in  I ra q .
The F ourth  T echn ical S ec tio n  i s  re sp o n s ib le  fo r  th e  development
o
o f a g r ic u l tu r e ,  f o r e s t r y  and a r te s ia n  w e lls . This se c tio n  became in ­
c re a s in g ly  im p o rtan t as th e  development program picked up speed. But 
most o f  th e  programs fo r  which t h i s  s e c tio n  was re sp o n sib le  have been 
d e leg a ted  to  th e  M in is try  o f  A g r ic u ltu re  fo r  im plem entation w ith  funds 
provided  by th e  B oard.
The te c h n ic a l  s e c tio n s  o f th e  M in is try  of Development d u p lic a te s  
th e  a c t i v i t i e s  o f  many departm ents in  th e  v a rio u s  Government M in is t r ie s .
In  many c a se s , th e  te c h n ic a l  s e c tio n  must work in  c lo se  cooperation  w ith 
i t s  governm ental c o u n te rp a r t . A good d e a l o f th e  B o ard 's  work, p a r t ic u -
2^Herberraann, op. c i t . , p . 183 . Ib id .
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l a r l y  on th e  sm a lle r  p r o je c ts ,  i s  d e leg a ted  to  th e  re g u la r  m in is t r ie s ,  
to  which funds a re  su p p lied  by th e  Board through  th e  M in is try  o f F i ­
nance.
Supplementary to  th e se  fo u r  te c h n ic a l  s e c tio n s  o f th e  Board, 
s in c e  th e  re v is io n  o f  1953, a re  th e  seven fu n c tio n a l General D ire c to r­
a te  o f  th e  M in is try  o f Development: ( l )  A d m in is tra tio n ; (2) A ccounting;
(3) L egal A f fa ir s  and C o n tra c ts ; (U) a S p ec ia l Bureau, which a c ts  as a 
watch dog f o r  th e  M in is te r  o f  Development; (5) an Economic A dviser, 
whose fu n c tio n s  were f i l l e d  by Lord S a l te r  o f B r i ta in ;  (6) a P residency 
f o r  th e  development o f  s t a t e  lan d s  (M iri S i r f ) ;  and (?) a General D ir­
e c to ra te  o f Summer R e so r ts .^
The re v is io n  o f 1953 made th e  fo u r  te c h n ic a l  committees and th e  
above se c tio n s  d i r e c t l y  re s p o n s ib le  to  th e  M in is try  o f Development. 
However, th e  1953 r e v is io n  o f th e  Development Law brought about a s e r ­
io u s  change in  i t s  s t a tu s ,  and p o l i t i c a l  in f lu e n c e  in creased  as th e  
Development Board became p a r t  o f  th e  governm ental bureaucracy . A lso , 
th e  re v is io n  o f th e  law  p laced  th e  Development Board on a par w ith  o th e r  
government departm ents and m in i s t r i e s ,  th u s causing g re a t a d m in is tra tiv e  
d i f f i c u l t i e s  in  th e  o v e r - a l l  su p e rv is io n  and c o o rd in a tio n  of th e  develop­
ment p ro je c ts  c a r r ie d  ou t by th e  v a rio u s  m in is t r ie s .  The t r a n s f e r  o f 
a l l  th e  te c h n ic a l  comm ittees and a d m in is tra tiv e  departm ents from th e  
Board to  th e  M in is try  o f  Development made th e  I r a q i  s t a f f  su b je c t to  
c i v i l  s e rv ic e  re g u la tio n s  -^Siich re s u l te d  in  low er s a la ry  sc a le s  and le s s  
fa v o ra b le  c o n d itio n s  o f employment. T h is change a ls o  brought about th e  
r e s ig n a t io n  o f some perso n n el in  key p o s i t io n s  and lowered the  o v e r -a l l
l l b i d . ,  p . l81i.
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e ff ic ie n c y  o f the adm in istration .^
Finance o f the  Development Board
Law No. 23 o f  19^0 endowed th e  Development Board, which had a 
budget o f i t s  own, w ith  a l l  th e  o i l  revenues as w ell as the  proceeds 
from any loans c o n tra c te d  by i t  o r  by th e  government in  i t s  behalf .^  
L a te r , in  accordance w ith  Law No. 2? o f  1953, 70 per cen t of th e  o i l  
revenue was a l lo c a te d  to  th e  Board f o r  f in a n c in g  development programs. 
The o th e r  30 p e r c en t o f  th e  o i l  r e c e ip ts  goes to  th e  general budget, 
based on th e  argument t h a t  th e  government ought to  be ab le  to  execute 
minor development works and improvements, independent from th e  Develop­
ment Board.
The Board, acco rd ing  to  Law No. 27, approved a sum of 1^,113,000 
I r a q i  d in a rs  (abou t $U0 m illio n )  in  lo an s  to  m u n ic ip a lit ie s  and sem i- 
governm ental i n s t i t u t i o n s  e s ta b lis h e d  by l e g i s l a t io n .^  The law a lso  
e x p l i c i t ly  gave th e  Development Board th e  p o s s ib i l i ty  o f fin an c in g  some 
of i t s  p ro je c ts  by is s u in g  and s e l l in g  bonds. The Board received  i t s  
sh a re  o f  th e  o i l  r o y a l t ie s  in  s t e r l i n g  pounds by t r a n s f e r  from the  
R afid a in  Bank to  th e  N a tio n a l B ank 's account in  London. The Board main­
ta in e d  I r a q i  d in a r  accoun ts and deposited  th e  c u rre n t account w ith th e  
N a tio n a l Bank and th e  R a fid a in  Bank. The c u rre n t account w ith  th e  
N a tio n a l Bank was used only f o r  payments o r  t r a n s f e r s  o f f iv e  thousand 
d in a rs  o r  m ore.^
l l b l d . , p. 185.
^ " Ira q  Development B oard," The Econom ists, Vol. CLXI, No. 56hl 
(London, O ctober 13 , 1951), pp.
^ Iv erso n , o£. c l t . , p . l i b .  ^ S a l te r ,  op. c i t . , p. Ib9 .
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Development Board Planning
F i r s t  F ive  Y ear H a n . During th e  sp rin g  o f 19^1, th e  Development 
Board subm itted  th e  F i r s t  F ive  T ea r P lan  w ith  a t o t a l  o u tla y  o f 6^,671,000 
d in a rs  ($l8Ii m il l io n )  f o r  th e  f i s c a l  y e a r  o f 1 9 ^ 1 -1 9 # .^
Table 2h shows ex p en d itu res  fo r  th e  f iv e -y e a r  period  as a llo c a te d  
by th e  Board; 29»l;01,000 d in a rs  (about $82 m illio n ) were obtained  from 
th e  o i l  revenue, and $12.8  m ill io n  was loaned by th e  In te rn a tio n a l  Bank 
f o r  th e  ¥ ad i T h a rth a r  f lo o d  c o n tro l p ro je c t .  The expenditure  f o r  th e  
f iv e -y e a r  p lan  was a l lo c a te d  as fo llo w s:
TABLE 2U
DE7EL0PMMT BOARD'S EXPîHDITÜRES FOR 1951-19^6
d in a rs
Water s to ra g e  and i r r i g a t i o n  schemes roads 30,0hU,000
B u ild in g s , in c lu d in g  h o s p ita ls  and schools 15,826,000
M iscellaneous p ro je c ts 6,216,000
A d m in is tra tiv e  expend itu re 970,000
Unprogrammed re se rv e 29,101,000
Source: I n te r n a t io n a l  Bank, Economic Development in  I r a q , p. 170
From th e  above ta b le  we see th a t  th e  Development Board a llo c a te d  
30,OUli,000 d in a rs  f o r  w ater r e s e rv o ir s  and i r r i g a t i o n .  This was spen t 
f b r  th e  T h a rth a r dam, to  c o n tro l th e  flo o d  o f  th e  T ig r is  r iv e r .  A lso , 
1^ ,826 ,000  d in a rs  were sp e n t f o r  th e  highways between Baghdad and th e
^ I n te rn a t io n a l  Bank, Economic Development o f I r a q , p . 169. 
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n o rth e rn  c i t i e s .
Due to  th e  h a s ty  p re p a ra tio n  o f th e  above mentioned program, i t  
was l a t e r  m odified . In  s p i t e  o f  i t s  sm all s iz e  in  r e la t io n  to  a l l  u r ­
gent needs o f th e  c o u n tiy , t h i s  program was too  b ig  to  be co n trac ted  
w ith  p u b lic  ex p en d itu res  in  th e  p a s t .  P r io r  to  1951, th e  government 
had g re a t  d i f f i c u l t y  in  m eeting i t s  f in a n c ia l  o b lig a tio n s  because o f 
th e  i n f l a t i o n  which had been th e  prom inent fe a tu re  o f th e  country .
When th e  in c re a s e  in  o i l  revenues s ta r te d  to  be a c e r ta in  f a c t ,  
p lan s were changed and o u tla y s  in c re a se d ; in  accordance w ith A r t ic le  2 
o f  Law No. 26 o f  1952, p lan s  were made in v o lv in g  th e  spending o f some 
155,37^,000 d in a rs  (abou t $515,01j7,200) over a p e riod  o f s ix  y e a rs . 
E xpenditures under t h i s  p lan  f o r  th e  s ix  y e a rs  (1951-1957) were a l l o ­
ca ted  as i s  shown in  Table 25.
TABLE 25
DEVELOPMENT BOARD’S EXPENDITURES FOR THE 1951-1956 PROGRAM
Item s o f  ex p en d itu re d in a rs
A d m in is tra tio n , s tu d ie s  and o rg a n iz a tio n a l  expend itu re 3,180,000
I r r ig a t io n  p ro je c t 53,37^,000
Main roads and b r id g e s 26,766,000
B u ild in g s  and housing 18,018,000
Land rec lam a tio n , surveys 22,986,000
I n d u s t r i a l  developm ent and mining 31,050,000
T o ta l 155,371,000
Source: Iv e rso n , A R eport on M onetary P o licy  in  I r a q ,  p. I l l
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The program, as i t  was fo rm ula ted  w ith  g re a t d e t a i l ,  made prom­
is e s  which could only le a d  to  d isappo in tm en t. At th e  tim e of i t s  found­
a t io n ,  th e  program had i t s  advan tages, in  term s o f p u b lic  r e la t io n s ,  
because i t  p a in ted  a c o n cre te  and rosy  p ic tu re  o f b e n e f i ts  to  come fo r  
th e  minds o f  th e  p eo p le . These apparen t advan tages, however, have 
proved to  be f a r  out-w eighed by th e  d isad v an tag es . The sums which were 
devoted f o r  each p r o je c t  were no t based  on a c tu a l  s tu d ie s  or su rveys, 
which a re  e s s e n t ia l  f o r  a program o f  t h i s  k in d . As a r e s u l t  o f  th e  need 
f o r  ex te n s iv e  s tu d ie s ,  which had to  be made b e fo re  going ahead w ith any 
p r o je c t ,  r e s u l t s  were c o n tra ry  to  what th e  program prom ised. The expend­
i tu r e s  o f  th e  Board lagged f a r  behind i t s  a l lo c a t io n s  y e a r  a f t e r  y e a r .
In  A p r i l ,  1955» th e  S ix  Year Plan was c a n c e lle d , and a new f iv e -  
y e a r  program (1955-19^9) was in tro d u ced  to  th e  P arliam en t.
Revenue e s tim a ted  to  be about 262,685,000 d in a rs  (about $707,518,000) 
was a llo c a te d  f o r  th e  main p ro je c ts  and 38,126,000 d in a rs  were a llo c a te d  
f o r  sm all p ro je c ts .  Thus, th e  t o t a l  fo r  th e  new program amounted to  
301^,306,100 d in a rs  (abou t $852 ,257 ,080).
In  th e  F ive  Y ear P la n s , i r r i g a t i o n ,  d rainage  and flood  c o n tro l 
s t i l l  assume a m ajor sh a re  o f th e  ex p en d itu re s . The tra n s p o r ta tio n  
system , in c lu d in g  ro a d s , ra ilw ay s and a i r p o r t s  has not r is e n  to  second 
p la c e . Main b u ild in g s  in c lu d e  seven m illio n  f o r  h o s p i ta ls ,  and h e a lth  
i n s t i t u t e s ;  s ix  m il l io n  f o r  te c h n ic a l  sc h o o ls , swimming pools and sc ie n ­
t i f i c  i n s t i t u t e s ;  te n  m ill io n  fo r  p u b lic  b u ild in g s  such as a museum, a 
p a rliam e n t b u i ld in g , a c e n t r a l  p r iso n , e tc .
In d u s try  in c lu d e s  th e  e s tab lish m en t o f  v a rio u s  p la n ts ,  such as a 
Bitmen r e f in e ry ,  su g ar p la n t ,  cement p la n ts ,  u t i l i z a t i o n  of gas, co tto n  
sp in in g  and weaving f a c to ry ,  and so f o r th .  I t  a lso  in c lu d es  te n  m ill io n
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TABLE 26
IRAQI DEVELOPMENT BOARD ^-YEAR (1955-19^9) PROGRAM
Item  o f exp en d itu re d in ars
C hapter I ,  Main P ro je c ts
A d m in is tra tio n  expenses 3,2^0,000
Redemption o f  Wadi T h arth a r Loan 2,200,000
I r r ig a t io n ,  d ra in a g e , f lo o d  c o n tro l 107,939,000
Roads and b rid g es 93,700,000
A irp o rts 9,000,000
Railways 19,900,000
P r in c ip a l  b u ild in g s 28,990,000
In d u s t iy ,  m ining, e l e c t r i c  power 13,971,000
Development o f  an im als , p la n t  and underground 6,179,000
w ater re so u rc e s
T ota l 266,181,000
C hapter I I ,  Small P ro je c ts
B u ild in g s  and e s tab lish m en ts 39,290,000
M isce llaneous p ro je c ts 9,879,000
T o ta l 38,126,000
GRAND TOTAL 30Ü,306,000
Source: Government o f I r a q ,  Development Board, The 19^^ Program 
(Baghdad: M iddle E ast Export P re s s , 19^6), p , 10.
d in a rs  f o r  e l e c t r i f i c a t i o n .
In  19^1, th e  I r a q i  Government a llo c a te d  a sum o f .^66.h ($1^8^ .B2) 
m il l io n  d in a rs  f o r  th e  F ive  Year P lans fo r  1961-196^, o f which 319.8
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($88h.liii m illio n )  was fin an ced  th e  o i l  revenue. ^
Im plem entation o f  th e  A g r ic u l tu ra l  and I r r ig a t io n  Program
G reat Musseyeb P r o je c t . The G reat Musseyeb P ro je c t ,  f o r  which 
th e  sura o f  1 , 203,000  d in a rs  was a l lo c a te d  by th e  Development Board, i n ­
cluded th e  c o n s tru c tio n  o f  th e  main c a n a ls , major and minor re g u la to rs , 
and a d ra inage  system . The p ro je c t  w i l l  make a v a ila b le  f o r  c u l t iv a t io n  
a new a re a  o f  la n d , e s tim ated  a t  2^6,000 raesharas (each raeshara i s  equal 
to  0 .25  h e c ta re ) .
Among o th e r  i r r i g a t i o n  p ro je c ts  was th e  expansion o f th e  L a tify iy a h
c a n a l, which was com pleted by th e  beg inn ing  of 1953. This p ro je c t  made
p o ss ib le  th e  i r r i g a t i o n  o f an a re a  o f 25,000 raesharas of state-ow ned
2
la n d , which was d is t r ib u te d  among la n d le s s  p easan ts .
Rem odelling o f  Shat El-Sham iya. Shat El-3hamiya included  th e  
e re c tio n  o f  e ig h t  m ajor and minor re g u la to rs  on th e  branch canal o f 
Mushkhab f o r  w ater c o n tro l  and stoppage o f  th e  e ro sio n  e f f e c t  o f the  
n a g a r ra t  ( s o i l  e ro s io n ) . The Development Board a llo c a te d  52,000 d in a rs
3
f o r  th e  execu tion  o f  th e  p r o je c t .
Expanding and rem odelling  o f th e  G harraf C anal. G harraf Canal 
w i l l  p ro v id e , th rough  th e  c o n s tru c tio n  o f a re g u la to r ,  adequate w ater 
f o r  th e  a lre a d y  c o n tro l le d  a re a  o f 2,350,000 raesharas. In  a d d itio n , th e
^U. N. Departm ent o f  Economic and S oc ia l A f f a i r s ,  Economic Devel­
opment in  th e  M iddle E as t, 1961, Supplement o f World Economic Survey 
(New York: U. N. P u b lic a tio n s , 1961), p. 173, Table 7 1 ,3 .
^Government o f  I r a q ,  Development Board, M ajor I r r ig a t io n  P ro je c ts  
(Baghdad: A l-A ni Pl’e s s ,  1956), p . 22.
^ I b id . ,  p . 23.
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p ro je c t  in c lu d e s  th e  e re c t io n  o f  a c a n a l, which i s  expected to  provide 
w ater fo r  th e  i r r i g a t i o n  o f  an a d d it io n a l  a rea  o f 1 ,1^0,000 mesharas 
o f sta te-ow ned  la n d . T his p ro je c t  was begun in  1958 and by I960, 10 per 
cen t o f  th e  new a re a  was under i r r ig a t i o n .^
D rainage p r o je c ts . I t  i s  a p o lic y  o f th e  Development Board to  
c o n s tru c t d ra inage  system s in  a reas  under i r r ig a t i o n  whenever s o i l  a n a l­
y s i s  re v e a ls  th a t  such d ra inage  i s  n ecessa ry . On new i r r ig a t io n  pro­
j e c t s ,  d ra inage  system s a re  to  be e re c te d  a lo n g sid e  the c o n s tru c tio n  of 
th e  i r r i g a t i o n  p r o je c ts .
In  1953J work on th e  c o n s tru c tio n  o f th e  fo llow ing  drainage sy s­
tem s ta r te d :
D u ja ilah  D ra in . By 195U» work on th e  Du j a i l  ah p ro je c t  was com­
p le te d ,  encompassing th e  d ra inage  and rec lam ation  of 25,000 m esharas.
The completed p ro je c t  i s  expected to  se rve  as a model fo r  the  i n s t a l ­
l a t i o n  o f  a d ra inage  network th roughout th e  D u ja ilah  a re a . The co st 
in c u rre d  by th e  Development Board on th e  c o n s tru c tio n  of th is  scheme 
was li0,000 d in a rs .
Saqlawiya D ra in . The Saqlawiya scheme i s  planned to  provide a 
d ra in ag e  system  fo r  166,000 mesharas o f land  in  th e  provinces o f Saqla­
wiya and Abu-Ghuraib. In  December, 1953, a c o n tra c t was awarded fo r  th e  
excavation  o f d ra in s ,  supply  o f pumping p la n ts ,  and th e  c o n s tru c tio n  of 
a b u ild in g  f o r  th e  pumping p la n t .  The p ro je c t  was scheduled f o r  comple­
t io n  in  th e  beg inn ing  o f  1956. About 500,000 d in a rs  were earmarked f o r  
investm en t in  i t . ^
l l b i d . , p . 2li. ^ Ib ld . ^T bid.
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Baguba D ra in . This p ro je c t  was e rec ted  in  th e  K horaisan canal 
a re a  a long  th e  l e f t  bank of th e  B iy a la  r i v e r ,  f o r  d ra in in g  about 11,800 
m esharas. The Development Board a llo c a te d  li0,000 d in a rs  fo r  th e  p ro je c t .^
T uw airij D ra in ♦ The Development Board a llo c a te d  6 l,0 0 0  d in a rs  
f o r  T uw airij P ro je c t .  I t  w i l l  help  to  b e n e f i t  about lil,000  mesharas a t  
H indiya Qadha.
Al-Udhaim B a rra g e . The purpose o f  Al-Udhaim B arrage i s  to  r a is e  
th e  le v e l  o f  th e  w ater su p p lied  from Dokan R ese rv o ir to  Al-Udhaim through 
th e  fe e d e r  channel f o r  th e  i r r i g a t i o n  o f land  s i tu a te d  on the  r ig h t  bank 
o f  Al-Udhaim. I t  w i l l  b e n e f i t  900,000 m esharas.
Habbaniyah Lake P r o je c t . Habbaniyah Lake P ro je c t i s  regarded as 
one o f  th e  most im portan t p ro je c ts  co n stru c ted  to  c o n tro l the  w ater of 
th e  E uphrates r i v e r .  The farm s and towns ly in g  along th e  r iv e r  have 
been saved by t h i s  p ro je c t  from c a la m itie s  b rought on by floods which 
e n ta i l  damages and lo s s e s  every y e a r . The c o n s tru c tio n  o f b a rrages 
a c ro ss  th e  Euphrates upstream  near Ramadi c i ty  f o r  th e  c o n tro l o f the  
r i v e r  w a te r, and f o r  r a i s in g  and d iv e r t in g  th e  w ater to  Habbaniyah Lake 
th rough  th e  W arrar r e g u la to r  and channel, i s  considered . This w il l  
l im i t  th e  w ater (d isc h a rg e  downstream from th e  b arrag e) to  2^00 cumecs. 
T his q u a n ti ty  o f  w ater can flow  w ithou t a f f e c t in g  th e  r iv e r  cou rse , o r 
th re a te n in g  th e  b a rra g e  on th e  r iv e r  banks downstream from the  Ramadi 
b a rra g e . The c o s t  o f  t h i s  p ro je c t  was estim ated  a t  1,395,^13 d in a rs .
In  a d d it io n  to  w ater c o n tro l ,  th e  Habbaniyah Lake se rv es ano ther pu r­
pose: i t  a llow s f o r  th e  s to ra g e  o f 3 .2  ra illa rd  cubic m eters o f w ater
^ I b id «, p . 25.
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fo r  feeding the r iv e r  in  the drought season. This storage w ill cause an 
increase of a g r ic u ltu ra l produce in  the Euphrates r iv e r  basin since new 
arable lands w ill be reclaimed. The p ro jec t was completed in  A pril, 
1956.^
The Tharthar P ro je c t. The Tharthar P roject i s  intended to  give 
p ro tec tion  against the T ig ris  flood and sto re  excess water fo r use In 
the Ishaqi and Nahrawan p ro jec ts . The In ternational Bank fo r Recon­
s tru c tio n  and Development Mission, in  i t s  report on the economic devel­
opment of Iraq , doubted whether the Tharthar depression was su ffic ie n tly  
w ate r-tig h t to make possib le  the use of stored-up water fo r ir r ig a tio n .^  
This p ro jec t comprises the construction of a barrage on the T igris near 
Sameerrah to ra is e  the water of the T igris and d iv ert i t  in to  the channel, 
which in  turn d iv e rts  the flood water to  the Tharthar depression. In 
add ition , the p lan t includes provision fo r e le c tr ic  power generation.
The power to be generated i s  estimated a t 105,000 k ilow atts.^
Dokan Dam on the Lesser Zab R iver. The Kokan Dam on the Lesser 
Zab r iv e r  was designed to  have a length  of 325 meters and a height of 
108 m eters. I t  w ill provide a water storage capacity of 6.8  m illia rd  
cubic m eters. The dam w ill also u t i l i z e  through ir r ig a tio n  an additional
1,300,000 mesharas of state-owned land, and the provinces of Makhraour, 
Hawijah, and Udaim. In  add ition , the dam provides protection against
^ I b id . ,  pp. U-7.
^ In te rn a t io n a l  Bank, Development o f  I r a q , pp. 102-117.
^Government o f I r a q ,  Development Board, M ajor I r r ig a t io n  P ro je c ts , 
op . c i t . , p . 8.
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flo o d s  and g e n e ra te s  k y d ro -e le c tr ic  power.^ I t  was completed in  1957, 
w ith  th e  c o s t o f  8 ,819,000 d in a rs  (about $25, 000, 000) .
Derbendi Khan Dam on th e  D ivalah  R iv e r. Derbendi Khan Dam was 
designed w ith  a s to ra g e  c a p a c ity  o f  3 ,500,000 cubic m eters. Complemen­
ta ry  to  th e  dam i s  th e  c o n s tru c tio n  of Khan-Beni Sa 'd  b arrag e  on the  
D iyalah  r i v e r .  The b a rra g e  w i l l  r a i s e  th e  w ater o f the  Diyalah r iv e r  
f o r  use in  i r r i g a t i n g  new land  in  th e  Nahrawan a re a . The Nahrawan b a s in  
re q u ire s  th e  i r r i g a t i o n  o f  an a re a  o f about 1 ,117,000 m esharas. The 
dam was completed in  I960 .
The Gharaf P r o je c t . A nother i r r ig a t i o n  p ro je c t  which was in ­
cluded in  th e  g e n era l development program was th e  rem odelling and ex­
panding o f  th e  Gharaf i r r i g a t i o n  system . This p ro je c t  w il l  p rov ide, 
th rough  th e  c o n s tru c tio n  of r e g u la to r s ,  adequate w ater fo r  the  a rea  o f
2 ,350 ,000  m esharas. In  a d d it io n , th e  p ro je c t  in c lu d es  th e  e re c tio n  o f 
a  c a n a l, which i s  expected to  p rov ide  w ater f o r  th e  i r r ig a t io n  of an 
a d d it io n a l  a re a  o f l ,lU 0 ,0 0 0  m esharas. This p ro je c t  was completed in  
I960 . Thus 10 per cen t o f th e  new a re a  w il l  be under i r r ig a t io n ,^
Im plem entation o f S ta te  M anufacturing
Mosul C otton T e x ti le  P la n t . The Mosul Cotton T e x tile  P lan t i s  
lo c a te d  n ear th e  c i t y  o f M osul. C onstruc tion  began in  195b and was com­
p le te d  in  1956. The t o t a l  c o s t was 3-h  m ill io n  d in a rs  (about $8 ,927 ,000).
^Government o f I r a q ,  Development Board, Annual R eport, 1953-195h 
(Baghdad: Government P re s s , 1955), pp. 17-18. A lso, see  U. N., Économie 
Development ^  th e  M iddle E a s t, 19b5-195U, op. c i t . ,  p. I l 5 .
^ Ib id . ,  p . 19. ^I b id . , p . 20.
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I t  was fin an ced  by th e  Development Board. I t  has an annual p roduction  
c ap a c ity  o f 20 m ill io n  square  m eters o f  co tto n  m a te r ia ls . I t  i s  estim ­
a ted  th a t  th e  p roduction  o f  t h i s  p la n t  p lu s  th e  production  o f th e  o th e r 
p r iv a te  f a c to r ie s  would meet m ost, i f  no t a l l ,  o f I r a q 's  consumption of 
co tto n  y a rd  goods. The fa c to ry  u ses  lo c a l  co tto n  and employs UOO workers 
on one s h i f t ,  b u t  i t  i s  g ra d u a lly  r a i s in g  th e  number to  a to ta l  o f 1,200 
workers on th re e  s h i f t s . ^
Cement p l a n t s . There a re  only  fo u r p r iv a te ly  owned cement fa c ­
t o r ie s  in  th e  c o u n tiy . Two a re  in  Baghdad w ith  ou tpu t c a p a c itie s  o f 
1,U00 to n s and 600 to n s  a day, r e s p e c t iv e ly j  one i s  in  Mosul w ith  a 
c a p a c ity  o f  6 ,000 to n s  a day; and one i s  in  K erbala c i ty  w ith a capa­
c i ty  o f  700 to n s  a day. These f a c to r ie s  a re  no t producing enough cement 
to  meet th e  needs o f  th e  co u n tiy .
Due to  th e  c o u n try 's  broad c o n s tru c tio n  program in  both  th e  pub­
l i c  and th e  p r iv a te  s e c to r s ,  a sh o rtag e  o f cement c rea ted  a se rio u s  
problem  f o r  th e  Development Board. For in s ta n c e , fo r  one dam a lone , 
th e  c o n s tru c tio n  re q u ire d  an average o f 3 ,2^0 to n s o f cement a month 
f o r  two y e a r s .  T h ere fo re , th e  Development Board co nstruc ted  two cement 
p la n ts  w ith  a c a p a c ity  o f 3^0 to n s  a day each. One i s  lo ca ted  near
Mosul and i s  e s tim a ted  to  have c o s t  2 .5  m ill io n  I r a q i  d in a rs ; and th e
2
o th e r  a t  S a rch in a r and i s  estim ated  to  have c o s t 2 .6  m illio n  d in a rs .
A lso , two o th e r  p la n ts  were e s ta b lis h e d  in  n o rth e a s te rn  Iraq  and ano ther 
in  th e  c e n t r a l  p a r t  o f th e  co u n tiy . With a l l  th e se  p la n ts ,  I ra q  a t  th e
% .N . Departm ent o f  Economic and S o c ia l A f f a ir s ,  Economic Devel­
opment in  th e  M iddle E a s t , 19ij.5-195U, P« l l 6 .
^ S a lte r ,  op, c i t . , pp. l5 9 - l6 0 .
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p re s e n t tim e i s  p roducing  enough cement to  meet th e  lo c a l  demands and 
a lso  e x p o rts  some to  neighbouring  c o u n tr ie s .
f a c to ly . On May 9 , 1956, a c o n tra c t f o r  two m illio n  d in a rs  
was awarded by th e  Development Board to  a German firm  ( S a lz g i t te r  Indus­
t r i e  Bau) f o r  th e  c o n s tru c tio n  o f  a sugar p la n t  n ear th e  c i ty  o f Mosul, 
which was completed in  November, 1957. The p la n t  produces 10,000 tons 
o f sugar a y e a r  from lo c a l ly  grown sugar b e e ts .  This cap ac ity  could be 
in c re ased  to  20,000 to n s  a y e a r , i f  n ecessa ry , to  meet th e  lo c a l  needs. 
The Development Board a ls o  adopted th e  p lan  to  c o n s tru c t a p ip e lin e  
l in k in g  Kirkuk o i l  f i e l d s  w ith  Baghdad to  provide th e  l a t t e r  w ith n a tu ra l 
g as, b u t t h i s  p lan  i s  s t i l l  under c o n s tru c tio n .^
F in a l ly ,  I r a q ,  w ith  i t s  continuous flow  of o i l  revenues and de­
velopm ent program s, w il l  no doubt be a b le  to  improve i t s  economy. Every 
I r a q i  d in a r  ($2 .80) spen t f o r  development w il l  have i t s  repercussions 
on th e  econotiy. About 115 m ill io n  d in a rs  were earmarked f o r  th e  s ix -  
y e a r  (1951-1956) developm ent p la n . About 30ii,306,000 d in a rs  (about 
$852 , 257, 080) have been a l lo c a te d  fo r  a  f iv e -y e a r  p lan  (1955-1959) and 
about 566 .b m ill io n  d in a rs  (abou t $1,585 b i l l i o n )  has been a llo c a te d  
f o r  a fo u r-y e a r  (1961-1965) development program. A g re a t deal o f th i s  
money i s  spen t abroad f o r  th e  purchase o f c a p i ta l  goods and o th e r  r e ­
qu irem ents needed ty  th e  c o n tra c to rs  f o r  th e  execu tion  of the  p lan s . To 
d a te  th e r e  i s  no adequate reco rd  which may show th e  exact magnitude of 
th e  funds sp en t ab road , b u t  i t  should be assumed th a t  i t  i s  q u i te  h igh , 
e s p e c ia l ly  in  th e  e a r ly  s ta g e s  o f developm ent. The r e s t  o f th e  expendi-
lu .N . Departm ent o f Economic and S oc ia l A f f a ir s ,  Economic Devel­
opment in  th e  M iddle E a s t , 19L5-195L, p. 117•
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tu r e s  a re  spen t in  I r a q .  This in c lu d e s  sums spen t on s a l a r i e s ,  wages, 
dom estic f a c i l i t i e s ,  and p u b lic  u t i l i t i e s  rendered  to  th e  government. 
This amount o f money going in to  th e  pockets o f  th e  I r a q is  w il l  no doubt 
in c re a s e  t h e i r  pu rchasing  power, which may s tim u la te  a demand f o r  more 
Igoocls aricl %:e]rvic:eE:. T() ssitisfSr -bkls (iemancl, gpoods TwllLl erlJbher be maimi- 
fa c tu re d  a t  home o r  im ported .
Thus, a g r i c u l tu r a l  improvement would be b e n e f ic ia l ,  because i t  
would p rov ide  more and b e t t e r  fo o d s tu f fs  and save th a t  amount o f fo re ig n  
exchange which o th erw ise  i s  sp en t on such im ports as fo o d s tu ffs  and raw 
m a te r ia ls .  F u rtherm ore , improvement o f a g r ic u l tu re  w ith a consequent 
r i s e  o f  income fo r  th e  r u r a l  p o p u la tio n  would expand th e  lo c a l  market 
f o r  i n d u s t r i a l  p ro d u c ts . C onsequently , a g r ic u l tu ra l  development would 
f a c i l i t a t e  the  development o f in d u s try . On th e  o th e r  hand, th e  a g r ic u l­
t u r a l  e f f e c t  w i l l  in c re a s e  th e  q u a n ti ty  and v a r ie ty  o f fo o d s tu ffs  a v a i l ­
a b le  and make p ro d u c tio n  l e s s  s u b je c t to  n a tu re . The d ie t  of th e  lo c a l 
farm er w i l l  become adequate , and in c re ased  amounts o f food w ill  be 
a v a i la b le  th roughou t th e  co u n try . The in d u s t r ia l  development, on the  
o th e r  hand, would a lso  help  to  c u t down th e  d e f i c i t  in  th e  balance of 
t ra d e  r e s u l t in g  from so a rin g  im ports o f consumer and c a p ita l  goods. 
I n d u s t r ie s  would u t i l i z e  a g r ic u l tu r a l  and anim al p ro d u cts .
The Economic S i tu a t io n  in  I960 as C on trasted  With 1952
The G eneral Development. T his se c tio n  d e a ls  w ith  th e  economic 
development f o r  th e  p e rio d  1952-1960 (d a ta  a re  n o t a v a ila b le  fo r  1961- 
1963).
In  1952, and a f t e r  th e  s ig n in g  o f  th e  new o i l  agreement between 
th e  I r a q i  Government and th e  Petroleum  companies o p e ra tin g  in  I r a q ,  th e
R eproduced  with perm ission o f the copyright owner. Further reproduction prohibited without perm ission.
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Government o f I ra q  began to  sh a re  i t s  p r o f i t s  -with th e  o i l  companies.
The Government a l lo c a te d  70 per c en t o f th e  o i l  revenue f o r  th e  econo­
mic development o f  th e  coun try . A h igh  percen tage  of th e  o i l  revenue 
was a llo c a te d  f o r  th e  a g r ic u l tu r a l  s e c to r  ( i r r i g a t i o n ,  d ra inage , dams, 
f lo o d  c o n tro l) .  The rem ainder was a l lo c a te d  fo r  in d u s try , h e a lth , com­
m unication , ed u ca tio n , e l e c t r i c  power and housing programs.
The Government o f I ra q  e s ta b lis h e d  th e  Development Board and 
a u th o rized  i t  to  execu te  th e  economic development p ro je c ts  in  the  coun­
t r y .  The f i r s t  p la n  adopted by th e  Development Board was th e  f i r s t  f iv e  
y e a r  p lan  fo r  th e  y e a rs  195'1-19^6, from which development came th e  second 
f iv e  y e a r  p lan  f o r  th e  y e a rs  1955-1959, f o r  which &900 m illio n  was a l l o ­
cated  to  execute th e  p lan .
The fo llo w in g  d isc u ss io n  w i l l  concern the  impact of th ese  econo­
mic developm ents on th e  l i f e  o f th e  I r a q i  people and th e  country as a 
whole. A lso , we s h a l l  c o n tra s t  th e  economic development o f I960 w ith 
t h a t  o f 1952.
The rem arkable growth in  I960 was in  th e  o i l  p roduction  (5? m il­
l io n  to n s  in  I960 compared w ith  18 m ill io n  to n s in  1952) and th e  r e f i n ­
in g  s e c to r  which le d  to  th e  achievem ent o f a new in c re a se  in  th e  voiume
q
o f th e  n e t n a tio n a l  income during  I960. The p e r  c a p ita  income in creased  
due to  th e  f a c t  t h a t  th e  r a te  o f  growth in  the  t o t a l  volume o f production 
o f  th e  I r a q i  economy was more rap id  than  th e  r a te  o f in c re ase  in  popula­
t io n .  ^
The M in is try  o f P lann ing  issu e d  in  1961 a p u b lic a tio n  co n ta in in g
^Government o f I r a q ,  C e n tra l Bank of I r a q ,  Annual Report (Baghdad: 
Times P re s s , I9 6 0 ) , p . 3»
^ Ib ld . , p . L.
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d e ta i le d  s t a t i s t i c s  on th e  n a tio n a l  income of I ra q  in  19^6-1960. This
i s  th e  f i r s t  tim e a government a u th o r i ty  had undertaken to  estim ate
th e  n a tio n a l  income o f  I r a q ,  The re p o r t  s ta te d s
The average annual r a t e  o f growth amounts to  about 12 per 
c en t p e r annum, and th e  n e t n a tio n a l income ( in c lu d in g  a l l  
.c a te g o r ie s  o f s e rv ic e s )  continued i t s  upward tre n d , thus 
ach iev in g  th e  reco rd  le v e l  of L22.1 m illio n  d in a rs  a t  fixed  
p r ic e s ,  as compared w ith  329.7 m illio n  d in a rs  in  1956.^
To th e  w r i te r  o f  t h i s  th e s is  th e  above r a t e  o f growth (12 per ceni 
p e r  annum) i s  an u n b e liev a b le  f ig u re  of growth; a ls o ,  th e  amount ii22„l 
m ill io n  d in a rs  cannot ach ieve  such a r a te  o f growth. The u n s ta b le  eco­
nom ical and p o l i t i c a l  s i tu a t io n  accomparying th e  y ea rs  1958 to  I960 had 
a d i r e c t  e f f e c t  on th e  growth o f th e  I r a q i  economy.
The re p o r t  a lso  emphasized th a t  th e  growth o f th e  net n a tio n a l 
income was m ainly due to  th e  expansion o f in d u s t r ia l  p roduction , espec­
i a l l y  th e  expansion in  th e  s e c to r  o f o i l  p roduction  and re f in in g .
The second course  f o r  th e  expansion o f the  n e t n a tio n a l income 
was b o th  k inds o f s e rv ic e s ,  w hether extended to  th e  government o r to  
th e  p r iv a te  s e c to r .  The v a lu e  o f th e se  se rv ic e s  ro se  during  th i s  y e a r
from m ill io n  d in a r  in  1956 to  109.7 m ill io n  d in a r in  I960 a t  fix ed  
2
p r ic e s .
The p e r c a p i ta  income f o r  th e  same period  Increased  from b l .9  
d in a r  ($117) in  1953 to  56.2 d in a r  ($lL6) in  1956 and t h i s  f ig u re  jumped 
to  6h d in a r  (Ul8o) in  1960.^
A g r ic u l tu ra l  developm ent. As was mentioned in  p revious chap ters 
( se e  C hapter I I ) ,  th e  Development Board a llo c a te d  a h igh percen tage of
2
T-A. H. Z a ls a la ,  0£ , c ^ . ,  p. 9 . I b id . ,  p , 10,
3Haseeb, op. c i t . , p . UU,
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i t s  ex p en d itu re  f o r  th e  development o f a g r ic u l tu r e .  T his a t te n t io n  to  
th e  development o f a g r ic u l tu r e  was due to  th e  advice o f th e  In te rn a ­
t io n a l  Bank M ission  and th e  Clapp M ission ,^  which recommended th a t  th e  
I ra q  Government a l lo c a te  th e  o i l  revenue in to  th e  r e h a b i l i ta t io n  o f the  
T ig ris -E u p h ra te s  v a l le y .  This w il l  be in  th e  form o f co n stru c tio n  dams, 
d ra in a g e s , i r r i g a t i o n  p ro je c ts  and f lo o d  c o n tro l.
In  1961, th e  Development Board announced th a t  s in c e  19^2 about 
U m ill io n  a c re s  o f  lan d  were cropped each y e a r  under i r r ig a t io n  and th a t  
t h i s  f ig u re  was in c re a se d  by 30 per cen t in  I960. A lso, the  Development
Board e stim ated  th a t  t h i s  f ig u re  w il l  in c re a se  in  196? by per cent
2
and to  130 p e r c e n t in  197?.
P a r t  o f  t h i s  a re a  comes from rec lam ation  o f new lan d , bu t much of 
i t  comes from in c re a se d  summer p la n tin g s  where more w ater i s  a v a ila b le  
th roughout each season . G rains and co tto n  were the  p roducts most a f ­
fe c te d  by in c re ased  i r r i g a t i o n .
Table 27 shows th e  c u l t iv a te d  land  in  19?2 and th e  Development 
B o ard 's  e s tim a te  o f expansion f o r  th e  y e a rs  I960, 196? and 197?,
The U nited  S ta te s  came to  an agreement w ith  Iraq  in  19?1, "to  
coopera te  in  th e  in te rch a n g e  o f te c h n ic a l  knowledge and s k i l l s  and in  
r e la te d  a c t i v i t i e s  designed  to  c o n tr ib u te  to  th e  balance and in te g ra te d  
developm ent o f th e  economic reso u rces  and p roductive  c a p a c itie s  o f I r a q . "3
^Clapp M ission i s  a group o f American eng ineering  experts  c a lle d  
by th e  I r a q i  Government in  19?3 to  study th e  a g r ic u l tu r e ,  i r r ig a t io n  
and dam p r o je c ts .
% . S. Departm ent o f A g r ic u ltu re , A g ric u ltu re  Development, I r a q , 
I r a n  and Sudan, Fore ign  A g ric u ltu re  R eport No. 12 (W ashington, D. C.s 
Û T 3 . Government P r in t in g  O ff ic e , O ctober, I9 6 0 ), p . I4I1,
^ I b id . ,  p . ii6.
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TABLE 27
CULTIVATED LAND IN 19^2 AND THE DEVELOPMENT BOARD’S ESTIMATE 
OF EXPANSION FOR THE YEARS I960, 1963 AND 1973
[îtTl!?5CÜ'''âcresl T T I I !
Item s Area In  Estim ate expansion
1932 I960 1963 1973
C u ltiv a te d  a rea 12,676 l i t ,  381 1L,923 17,883
I r r ig a te d  a re a 6,Wi? 8,132 8,b03 11,633
P er c e n t in c re a s e - (26) (33) (81)
Rain fed 6,229 6,229 6,229 6,229
Area cropped an n u a lly 6,089 7,373 7,920 l l , l i6 0
I r r ig a te d  a re a L,062 3,317 3,893 9,L3k
P er cen t in c re a s e - ( 32) (L3) (132)
Rain fed 2,000 2,000 2,000 2,000
Source; U. S. Department o f A g r ic u ltu re , A g ricu ltu re  Development 
in  I r a q ,  I ra n  and Sudan, p . hh-
The te c h n ic a l  a s s is ta n c e  s t a f f  c o n s is ts  o f 71 persons and the  
annual budget i s  about $2 .3  m il l io n . P r in c ip a l a c t i v i t i e s  a re  to  give 
te c h n ic a l  adv ice  on p ro je c ts  sponsored by th e  Development Board, to  send 
I r a q i  p e rso n n e l to  th e  U nited  S ta te s  fo r  h ig h er s tu d y , to  improve th e  
ex ten sio n  s e rv ic e s ,  and to  s tre n g th e n  tb e  education  system .
The governm ent, on th e  o th e r  hand, p ressed  ahead w ith th e  irap le- 
m en ta tio n  o f th e  A g ra rian  Reform taw , th e  c o rn e r-s to n e  fo r  th e  expansion 
o f a g r i c u l tu r a l  p ro d u c tio n , th e  in c re a s e  o f th e  purchasing  power and the  
expansion o f  th e  dom estic m arket which i s  necessary  to  absorb th e  domes­
t i c  p ro d u c ts  u n t i l  th e  end o f I9 6 0 . The t o t a l  a re a  o f lan d s  owned by
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th o se  who acknowledged and who were d ec la red  to  be  su b je c t to  th e  law  
by th e  a u th o r i t i e s  concerned ( t h i s  be ing  th e  f i r s t  o f th e  i n i t i a l  s tag es  
o f th e  a p p lic a t io n  o f  th e  law ) amounted to  approxim ately  8.I4 m illio n  
donums (one donum i s  equal to  l A  h e c ta re )  belonging  to  1 , 32? persons.
The government se iz e d  only  h , l  m ill io n  donums (belonging to  621 persons) 
du ring  th e  same p e r io d . Lands which were pu t under tem porary adm inis­
t r a t i o n  a tta c h e d  to  th e  A grarian  Reform (th e  second s tag e) amounted a t  
th e  end o f  I960 to  approxim ately  5 .6  m illio n  donums ren ted  by about
202,000 fa rm e rs .^
Up to  December, i9 6 0 , th e  t o t a l  a re a  o f lan d s a c tu a lly  d is tr ib u te d  
among farm ers ( th e  th i r d  s ta g e )  in  accordance w ith  th e  f i r s t  D is tr ib u tio n
P lan  amounted to  about 25,000 donums, d is t r ib u te d  among approxim ately 
2
10,672  f a m il ie s .
I n d u s t r ia l  growth and p ro d u c tio n . I n d u s t r ia l  production  was 
c h a ra c te r iz e d  in  I960  by a  n o tic e a b le  expansion in  th e  pub lic  and p r i ­
v a te  s e c to r s .  T his expansion and growth was due to  mary reasons, among 
which was th e  in c re a s e  o f th e  o i l  companies’ investm ent in  th e  fo re ig n  
o i l  s e c to r .  The r e l a t i v e  growth o f  th e  p r iv a te  and p u b lic  se c to rs  in  
th e  f i e l d  o f  n a tio n a l  in d u s try  was a  r e s u l t  of th e  p ro te c tio n  which th e  
government o ffe re d  to  n ew ly -e s tab lish ed  f a c to r ie s ,  and th e  s t a r t in g  of
^Government o f  I r a q ,  M in is tiy  o f A grarian  Reform, Annual Report 
(Baghdad: A l-H urriya  P re s s , 1961), p . ii.
^The Government o f  I ra q  in  I960 enacted Law No, 73 concerning 
i n d u s t r i a l  developm ent. I t  aims a t  c re a t in g  b e t t e r  co n d itio n s  f o r  th e  
growth o f  th e  p r iv a te  dom estic in d u s t r ie s .  T his law  a ls o  in c lu d es th e  
exem ption o f  f a c to r i e s  from income ta x ,  exemption from im port d u tie s  
on machine equipm ents, raw m a te r ia ls  and packing m a te r ia ls j  and exemp­
t io n  from  p ro p e rty  ta x  a s  w ell as stamps duty  f o r  te n  y e a rs .
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e x p lo i ta t io n  o f p ro d u c tiv e  c a p a c i t ie s  which had not been exp lo ited  be- 
f o r e .^  Forem ost among th e  I r a q i  in d u s t r ie s  which achieved growth were 
th e  o i l  in d u s t r ie s ,  th e  in d u s t r ie s  which e x t r a c t ,  export and re f in e  o i l .
O il p ro d u c tio n  (crude o i l )  achieved a h igh in c re a se  in  I960 com­
pared  w ith  19^2. The p ro d u c tio n  was in c reased  from 18,201,1^7 tons in  
19^2 to  1*7,260,000  to n s  in  I960» The va lue  o f th e  o i l  exports rose  from 
32 .5  m il l io n  d in a r  ($90 m illio n )  in  19^2 to  95.1 m illio n  d in a r ($266 
m illio n )  in  1960.^
Ifllith regard  to  th e  n a tio n a l  o i l  r e f in in g  in d u s try , the  value of 
g ross p ro d u ctio n  in c re a se d  from 3 m ill io n  d in a r  ($10 m illio n ) in  1952 
to  lii.l* m ill io n  d in a r  ($1*0 m illio n )  in  I960 . The growth o f the  re f in in g  
in d u s t r ie s  was r e f le c te d  in  th e  in c re a se  o f p roduction  of gas, k e ro s in e , 
and gas o i l .  T his a ls o ,  o f c o u rse , i s  due to  th e  b u ild in g  of a la rg e ,  
new r e f in e ry  in  Baghdad in  1955 and th e  enlargem ent of th e  o th e r two r e ­
f i n e r i e s  (Alwand and A l-M uftiya r e f i n e r i e s ) ?  Thus, th e  gross value of 
i n d u s t r i a l  p roduction  in  o th e r  than  th e  o i l  s e c to r  in creased  from 32 
m il l io n  d in a r  ($90  m ill io n )  i n  1952 to  68 .5  m illio n  d in a r  ($191 m illio n ) 
in  1959 and to  81*.9 m ill io n  d in a r  ($235.7  m illio n ) in  I 960, re sp e c tiv e ly  
Regarding i n d u s t r i a l  e n te r p r is e s ,  th e  number o f th e se  e n te rp r is e s  
was in c re a se d  from 19,923 in  1952 to  35,256 in  1960 .^
I t  should  be mentioned th a t  th e  in c re a se  i n  in d u s t r ia l  production  
covered th e  cem ent, shoe-m aking, tan n in g , soap, c lean in g  m a te r ia ls , o i l .
)
1*
^A. M. E ze t, p . 2 . ^ Ib id .
^Government o f  I r a q ,  O il R e f in e r ie s , op. c i t . , p . 20. 
^C en tra l Bank o f  I r a q ,  Annual R eport, op. c i t . , p . 30. 
^H asseeb, o£. c i t . , p . 26.
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t e x t i l e  and o th e r  in d u s t r ie s .
The government p layed  an im portan t r o le  in  th e  growth and ex­
pansion  o f  th e  in d u s try .  In  th e  p u b lic  s e c to r ,  th e  government b u i l t  
two o i l  r e f i n e r i e s ,  a su g ar p la n t ,  a t e x t i l e  p la n t and a cement p la n t 
(se e  Development Board p r o je c ts ,  Chapter V).
In  th e  p r iv a te  s e c to r  th e  governm ent, through i t s  in s t i tu t io n s  
( e . g . ,  th e  I n d u s t r i a l  B ank), p l ^ e d  an im portan t ro le  in  encouraging 
and f in a n c in g  th e  p r iv a te  s e c to r .
I t  i s  w orth m entioning th a t  a b ig  in c re a se  took p lace  in  bo th  
p r iv a te  and p u b lic  c a p i ta l  in v e s te d  in  in d u s try . The h ighest c a p i ta l  
in v e s te d  in  th e  p u b lic  s e c to r  was in  th e  o i l  in d u s try . The cement in ­
d u s try  took  second p la c e  in  p r iv a te  c a p i ta l  in v e s te d .
M .th reg a rd  to  th e  " n a tio n a l income" s in c e  19^3, i t  increased  
from 2h2,2  m il l io n  d in a r  ($678,2  m illio n )  in  19^3 to  329 m illio n  d in a r  
($923 m ill io n )  in  1957, and t h i s  f ig u re  jumped to  U33 m illio n  d in a r  
($1,211 m illio n )  in  196I ,  This tremendous growth in  th e  n a tio n a l i n ­
come was due to  th e  in c re a s e  in  th e  o i l  revenue, and th e  in c re ase  in  
th e  p r iv a te  and p u b lic  s e rv ic e s .^
The p e r  c a p i ta  income in c re a se d  from 30 d in a r  ($80) in  1950 to  
111.9 d in a r  ($126) in  1953 and to  59 .9  d in a r  ($139) in  1956. A fte r  the  
g re a t  in c re a s e  in  o i l  revenue and th e  expansion in  th e  pub lic  s e rv ic e s , 
th e  p e r  c a p i ta  n a tio n a l  income jumped to  6h d in a rs  in  I960 ($180).
I t  seems th a t  th e  p e r  c a p i ta  income was m u ltip lie d  in  I960 as 
i t  in c re a se d  from 30 d in a r  ($80) in  1950 to  6h d in a r  ($180) in  I960 . 
C e r ta in ly  th e  s ta n d a rd  o f l iv in g  was improved during  th e  period  1952-
^ I b id . ,  p .  3h>
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I960.
The growth o f  th e  n e t n a tio n a l income was m ainly due to  th e  ex­
pansion  o f  i n d u s t r i a l  p ro d u c tio n , e s p e c ia l ly  th e  expansion in  th e  o i l  
s e c to r ,  bo th  p ro d u c tio n  and r e f in in g .  The second source f o r  t h i s  ex­
pansion  o f  th e  n a tio n a l  income was bo th  k inds o f s e rv ic e s ,  whether 
extended to  th e  government o r to  th e  p r iv a te  s e c to r .^  The value o f 
th e se  s e rv ic e s  ro se  d u rin g  t h i s  p e rio d  from k9 m illio n  d in a r  ($137 
m ill io n )  in  19^6 to  9 b .6 m ill io n  d in a r  ($26^ m illio n )  in  1959 and to  
109*7 m ill io n  d in a r  ($297 m illio n )  in  1960.^ I t  i s  worth m entioning 
th a t  th e  s e rv ic e s  extended to  th e  government in c reased  se v e ra l tim es 
du ring  1956, 1957, 1958, 1959 and I960 , re s p e c tiv e ly .^
Development o f  f in a n c ia l  i n s t i t u t io n s  and c r e d i t . The c e n tra l  
bank f a c i l i t a t e d  many o f th e  c r e d i t  term s and l im i t s ,  bo th  fo r  th e  com­
m erc ia l and o th e r  sta te-ow ned  banks.
The v a lu e  o f  lo a n s  g ran ted  to  th e  state-ow ned banks increased  in  
I960 . The t o t a l  f o r  lo an s  g ran ted  was 3 .5  m illio n  d in a r .^
The v a lu e  o f  commercial c r e d i t  f a c i l i t i e s  g ranted  by th e  commer­
c i a l  banks o p e ra tin g  in  I ra q  ro se  du ring  I960, amounting to  about l5 0 .2  
m ill io n  d in a r ,  a g a in s t  135*3 m ill io n  d in a r  in  1959, and a g a in s t 72.5  
m ill io n  d in a r  i n  1956. The in c re a se  in  va lue  o f commercial o p e ra tio n s  
i s  a t t r ib u te d  to  th e  s tim u la tio n  o f im ports and th e  in c re a se  o f domes­
t i c  economic a c t i v i t y .^
^ C en tra l Bank, Annual R epo rt, o£. ^ * ,  p . 52.
^ E rn e s t, 0£ . c i t . ,  p . 10, ^ Ib id . ,  p . 11.
^ C en tra l Bank o f  I r a q ,  Annual R eport, op, c ^ . ,  p . 27. ^ Ib id .
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m th  regard  to  th e  s t a t e  banks (A g r ic u ltu ra l, In d u s tr ia l  and 
Mortgage b an k s), t h e i r  nominal c a p i ta l  in c reased  from 12 m illio n  d in a r 
in  1956 to  20.3 m ill io n  d in a r  in  1959 and to  23.2  m illio n  d in ar in  
i 960. The value  o f c r e d i t  f a c i l i t i e s  g ran ted  by th e  state-owned banks 
during  I 960 amounted to  about 13 .1  m illio n  d in a r  ag a in s t 6 m illion  
d in a r  in  195U.^ The number of commercial banks was increased  from 
f iv e  p r in c ip a l  banks w ith  I 8 b ranches in  1951 to  te n  head banks w ith 
s ix ty  branches i n  I9 6 0 . T h eir pa id  c a p i ta l  a lso  increased  from 2.U 
m illio n  d in a r  in  1951 to  11.7 m illio n  d in a r  in  i 960.
The O v era ll Economic F lan and Aims
The p e rio d  between 1953-1961 w itnessed a tremendous growth of 
th e  I r a q i  economy w ith  th e  exception  o f th e  y e a r  1957, which was caused 
by th e  stoppage o f th e  I r a q i  o i l  to  th e  European m arket. A lso, th e  
y e a r  o f I 96I  in  which a high percen tage  o f revenue from o i l  was a llo c a ­
te d  f o r  m i l i ta iy  purposes. Daring t h i s  p e rio d , th e  n a tio n a l income 
in c re a sed  f iv e  tim es more than  th e  in c re a se  in  p o p u la tio n , w hile the  
o i l  revenues in c re a sed  s ix  tim es more th an  th a t  o f th e  popu la tion .
The d if fe re n c e  between th e  in c re a se  in  n a tio n a l income and the in c rease  
in  o i l  revenue was absorbed by th e  in c re a se  in  im ports and decrease in  
e x p o rts . The government budget increased  two and a h a lf  tim es during 
th e  p e rio d  concerned. The percen tage  of o i l  revenue a llo ca ted  f o r  th e  
economic program was in c reased  w ith  th e  exception o f th e  y ear I960,
2
which r e s u l te d  from th e  red u c tio n  o f o i l  p r ic e s  by th e  o i l  companies.
^ Ib ld . ,  p . 28.
^The red u c tio n  in  th e  p r ic e  o f petroleum  was l(b  c e n ts ,fo r  
each b a r r e l  and acco rd in g ly  Iraq  l o s t  5 .1  m illio n  d in a rs . See Govern­
ment o f  I r a q ,  C e n tra l Bank o f I r a q ,  Economic C ondition ^  Iraq  (Baghdad: 
Government P re ss , 1961), p . 1 .
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TABLE 28
FACTS OF THE ECONOMIC GROWTH IN IRAQ, 19^3-1961 
(Value in  m ill io n  d in a r j  d in a r  = $2.80)
Popula- S ta te  Im port C ircu - Develop,
T ear t io n  in  t io n a l  Revenue Export i n c .o i l  l a t io n  of Gov*t Program &
M illio n  Income O il T o ta l compan- currency Budget Economic
_________________________________________ ie s  Plan
1953 5 .8 242.2 51.3 19.69 68 .4 65 .2 50.2 12.3
1954 6 .0 277.9 68 .5 17.98 72.8 67 .0 53.8 20.9
1955 6 .1 296.6 73.7 15.92 97.2 73.4 55.3 34.0
1956 6 .3 329.7 68 .8 13.20 114.6 84.6 70.3 43.0
1957 6 .2 298.0 48 .9 12.91 122.4 96.2 73.8 57.4
1958 6 .2 318.6 79 .9 14.45 109.8 115.5 79.2 52.2
1959 6 ,4 379.8 86.6 11.64 116.4 129.5 99.8 49.9
I960 6 .5 431.0 95.1 7.97 138.9 130.0 102.8 46.2
1961 6 .7 433.0 94.8 7.87 145.7 133.1 120.7 52.9
Source: A. H, Z a lz a la , "Monetary P o licy  in  Iraq," Commerce, Vol. 
XXV, No. 2 (A ugust, 1962), p. !|0, Table 2.
Examining Table 29 shows th at the population increased 6 .9  per 
cent in  19571 n ation al income increased 23.0 per cen t. The remarkable 
growth o f  the Iraq i economy was c lea rer  in  1961 in  which the population  
increased  by 8 .6  per cent w hile the national income increased 55 per cent 
Looking to  the o i l  revenue we fin d  a steady increase sin ce 1953 (base 
100) up to  1961 (in crease  o f  8^.8 per cent) with exception of 1957 which 
decreased 38.8  per cen t. This reduction in  o i l  revenue had a d irec t  
e f f e c t  on the n ation a l income which decreased 13.1 from 1956.
L e t i t  be c le a r ,  t h a t  th e  y e a r  1953 was taken as a b a se , th e
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TABLE 29 
INDEX
FACTS OF THE ECONOMIC GROWTH IN IRAQ, 19^3-1961 
(1953 = 100)
Year Popula­
t io n
Na­
t io n a l
Income
Ü tate  
Revenue Export 
O il T o ta l
Im port 
i n c .o i l  
compan­
ie s
C ircu­
la t io n
of
currency
Gov*t
Budget
Sevelopo 
Program & 
Economic 
Plan
1953 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
195b 103. b 11b. 7 135.5 91.3 106. b 102.8 102.2 169.9
1955 105.2 122.5 lb3.7 80.8 lb2.1 112.6 110.2 276.7
1956 108.6 136.1 13b .l 67.0 167.5 129.8 ibo.o 3b9.6
1957 106.9 123.0 95.3 65.6 178.9 lb7.5 lb7.o b66„?
1958 106.9 131.5 155.8 73.b 160.5 177.1 157.8 b2b.b
1959 110.3 156.8 168.8 59.1 170.2 199.2 198.8 b05.7
I960 112.1 178.0 I85.b bo.5 203.1 199 .b 20b.8 375.6
1961 115.5 178.8 18b. 8 bo.o 213.0 20b.1 2b0.b b30.1
Source: D erived from Table 28.
in c re a s e  in  o i l  revenue in  1956 by 3b .1 p e r cen t co n trib u ted  to  an in ­
c re ase  in  th e  n a tio n a l  income to  36.1 w hile  th e  decrease  in  o i l  by 38.8 
in  1957 from  th a t  o f  1956 c o n tr ib u te d  to  a decrease  to  13.1 per c e n t.
Looking a t  t r a d e  f ig u re s  we f in d  th a t  exports  were decreased  from 
100 in  1953 to  bo in  1961 w ith  sharp  c o n tr a s t  to  im ports which in c reased  
from 100 to  213 p e r  c en t in  th e  same y e a r s .  This phenomena shows th a t
th e  in c re a s e  i n  im ports  and th e  d ecrease  in  exports  explained  lac k  of
dom estic in v es tm en t. T his i s  caused by th e  bad h a rv e s t accompanying 
th e  y e a rs  1956-1961 and a ls o  re s u l te d  from th e  d i f f i c u l t i e s  in  th e
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implementation o f  the Agrarian Reform Law.
T able 29 shows th a t  th e  money in  c ir c u la t io n  had doubled in  196l 
û -om l9?3 . The in c re a s e  in  money in  c ir c u la t io n  had been derived from 
th e  fund su p p lied  by  th e  sou rces such as t o t a l  c e n tra l  bank c r e d i t ,  
monetary gold s to c k  and tr e a s u ry  cu rrency . This in c re a se  was absorbed 
by monqy in  c i r c u la t io n  and, th e re fo re ,  th e  sources were not a v a ila b le  
f o r  u se  as bank r e s e rv e s . Thus, th e  in c re a se  in  th e  volume of money In  
c i r c u la t io n  tended to  d ecrease  th e  commercial bank re se rv e s . Accord­
in g ly , t h i s  in c re a s e  in  money in  c i r c u la t io n  w il l  a f f e c t  th e  s iz e  of 
th e  in v estm en t.
As we d isc u sse d  in  a p rev ious c h ap te r  (see  C hapter H i ) ,  savings 
a re  very  low in  I r a q ,  The I r a q i  Government re a liz e d  th i s  p o in t and 
acco rd in g ly  s t a r te d  to  u se  th e  budget as a to o l  fo r  investm ent. However, 
th e  government re c e n tly  has a llo c a te d  a h igh percen tage  o f the  budget 
f o r  m il i ta r y  p u rposes. Thus, th e  r o le  o f th e  government through i t s  
budget became l e s s  e f f e c t iv e  in  re s p e c t  to  investm en t.
F in a l ly ,  th e  a n a ly s is  o f th e  above item s shows us th a t  p e tre l  eum
played an im portan t ro le  in  in v estm en t. The index shows a lso  th a t  th e
p e rcen tag e  o f  o i l  which was a llo c a te d  fo r  th e  economic program in creased  
from 100 p e r  cen t to  1:30 .1  p e r  cen t in  1961 ,
S t a t i s t i c a l l y  speak ing , to  show th e  im portance of petroleum  rev ­
enue in  th e  I r a q i  economic growth, th e  y e a r  o f 19^3 was taken as a base 
(lOO), The average y e a r ly  growth f o r  th e  period  1953-1961, in  popula­
t io n ,  n a tio n a l  income and o i l  revenue were 1 .7 , 9.L and 8 . 8, re s p e c t-  
iv e ly i  obv iously  t h i s  shows rem arkable growth in  th e  I r a q i  econotiy. The 
item s (p o p u la tio n , n a tio n a l  income and o i l  revenue) in c reased  in  1956 by 
8 . 6 , 36 .1  and 3b .1 p e r  c e n t r e s p e c t iv e ly .  In  th e  y e a r  o f 1956 th e  in d ic e s
R eproduced  with perm ission of the copyright owner. Further reproduction prohibited without perm ission.
133
were 1 0 6 .9 , 123.0  and 9 S .3 , re s p e c t iv e ly , w hile in  1938 they ro se  to  
1 0 6 .9 , 131 .3  and 133.8  p e r  c e n t .  T his in c re a s e  and decrease  in  n a tio n a l 
income i s  due to  th e  in c re a s e  and decrease  of o i l  revenue.
G enera lly  speak ing , s in c e  th e  p e r  c a p ita  income i s  used as a 
measurement o f growth f o r  a ry  given econoiy. Table 33 shows an in c re ase  
o f th e  p e r  c a p i ta  income in d ic e s  f o r  th e  period  1933-1961, of 3 b .3 per 
c e n t,  re p re se n tin g  s u b s ta n t ia l  growth.
The o i l  revenue had a s tead y  in c re a se  f o r  th e  y e a rs  193b, 1933 
and 1936, and th e  p e r  c a p i ta  income in d ic e s  in c reased  s l ig h t ly  by 10 .8 , 
16 .3  and 23.1 p e r  c e n t ,  r e s p e c t iv e ly . The o i l  revenue increased  s te a d ­
i l y  a ls o  f o r  th e  y e a rs  1938, 1939 and I960 ; on th e  o th e r  hand, th e  per 
c a p i ta  income was a f fe c te d  by th e s e  in c re a se s  and ro se  by 23 .0 , b l .9  
and 38 .6  p e r  c e n t , r e s p e c t iv e ly .
However, 1937 was th e  only  y e a r  in  which o i l  revenue was decreased 
( ty  13 p e r  c e n t) ;  t h i s  d ecrease  was accompanied Ty a 10 per cen t decrease  
in  p e r  c a p i ta  income fo r  th e  p reced ing  y e a r ,  which ro se  7 .9  per cen t in  
th e  succeed ing  y e a r .
Looking a t  Table 3b, we f in d  th a t  throughout th e  period  1933 to  
1961,  th e re  was a s teady  in c re a s e  in  th e  n a tio n a l income w ith th e  excep­
t io n  o f  th e  y e a r  1937, which fo llow ed  th e  Suez war. M th  regard  to  
w ho lesa le  p r i c e s ,  we f in d  th a t  th e  in c re a se  in  p r ic e  was only 9 p e r cen t 
d u rin g  th e  whole p e rio d  concerned. The annual average i s  l e s s  than 1 p e r 
c e n t and t h i s  p e r  c en t i s  sm a lle r  compared w ith  th e  in c re a se  in  n a tio n a l 
income ( th e  n a tio n a l income in c re ased  78 p e r cen t and the  w holesale
p r ic e  in c re a se d  9 p e r  c e n t ) .
The p e r  c a p i ta  income in d ic e s  in c re ased  3b p e r cen t during  th e  
y e a r  1933 to  I 96I .  The c o s t o f l iv in g  in d ic e s  in c reased  lb  p e r cen t
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RATIO OF EXPORT/IMPORT (PERCENTAGE)
T ear Percentage
1953 28.8
1951 21.7
1955 16.4
1956 1 1 .5
1957 10 .5
1958 13.2
1959 10 .0
I960 5.7
1961 5 .4
Sources D erived from Table 29.
TABLE 31 
INDEX OF RATIO OF EXPORT/BIPORT
T ea r Index
1953 100.0
195U 85.8
1955 56.9
1956 39.9
1957 36.4
1958 45.8
1959 34.7
I960 19.8
1961 . .  _ 18.7
Sources D erived from  Table 30.
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TABLE 32 
PER CAPITA INCOME ( in  Pounds)
Year S te r l in g  Pounds
1953 i l l .  8
1951 1i6.3
1955 k8.6
1956 52.3
1957 iiS .l
1958 5 l.i l
1959 59.3
I960 66.3
1961 6L.6
Source: D erived from Table 29.
TABLE 33
INDEX OF PER CAPITA INCOME
Y ear Index
1953 100.0
1951 110.8
1955 116.3
1956 125.1
1957 115.1
1958 123.0
1959 l i i l .9
I960 158.6
1961 I5 ii.5
Source: D erived from  Table 32.
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TABLE 3k
WlfOLESALE PRICE INDEX AND COST OF LIFING INDEX 
FOR UNSKILLED LABOR IN BAGHDàD 
(19^3 » 100)
Year W holesale p r ic e  G eneral Index No. 
(Monthly average)
Cost of l iv in g  
General Index No. 
(Monthly average)
1953 100.0 100,0
1951 96.2 97.9
1955 93.7 97.8
1956 107.8 115.9
1957 102.8 110.9
1958 9 b .2 101.9
1959 111.3 120. b
i 960 110.1 116.5
1961 109.0 11b. 6
Source: Government o f I r a q ,  C en tra l Bank, Q uarte rly  B ulletin  cf
th e  C e n tra l Bank o f  Iraq ,, Januaiy-M arch, 1962 (Baghdad; Al-Tamaddun 
P r in t in g  House, 1 ^ 2 ) ,  p . hhf Table 3»
d u rin g  th e  same p e r io d .
S t a t i s t i c a l l y  speak ing , th e  in c re a se  in  p e r c a p ita  income was 
more th an  fo u r  tim es t h a t  o f  th e  in c re a s e  in  c o s t  o f l iv in g .
Examining T able 3kt we conclude th a t  th e  r e a l  in c re a se  concen­
t r a t e d  i n  n a tio n a l  incom e. Thus, we f in d  th a t  th e  amount o f th e  p e tro ­
leum revenue i s  a m ajor de te rm inan t o f th e  volume o f th e  investm ent and
co n sid e red  as th e  backbone o f th e  I r a q i  economy.
In  1961 ,  th e  Government o f  I ra q  adopted th e  new "D eta iled  Economic
R e p ro d u c e d  with p erm iss ion  of th e  copyright ow ner.  F u r the r  reproduction  prohibited without perm iss ion .
1 3 7
P lan” f o r  th e  y e a r  1961-1966. The Government a llo c a te d  f o r  t h i s  p lan  
S66.3 m ill io n  d in a r  ($1 ,585,000 b i l l i o n )  su b s id ized  as fo llo w s;^
I r a q i  d in ar
a . A g ric u ltu re   .............................. 112,990,000 m illio n
b .  I n d u s t iy ................................................ .... . . 166,786,000 m illio n
c . Communications..................................................136,1:50,000 m illio n
d . Works and H o u s in g ......................................... 11:0,111,000 m illio n
T o t a l   566,31*0,000 m illio n
To g ive  th e  g en era l p ic tu re  about t h i s  p lan , im portant p ro je c ts  
f o r  each s e c to r  should  be i l l u s t r a t e d  b r i e f ly  as follow s?
A g ric u ltu re
S to rage  p r o je c ts ,  i r r ig a t io n  and drainage p ro je c ts  
S ilo s  p ro je c ts  
Underground p ro je c ts
In d u s try
ChenïLcal in d u s t r ie s  
M edical m anufacturing  p ro je c ts  
F o o d s tu ffs  m anufacturing 
C o n s tru c tio n a l in d u s t iy  p ro je c ts  
E le c t r i c a l  in d u s t iy  p ro je c t  
M etal in d u s t iy
Weaving and c lo th in g  in d u s t iy  
O il r e f in in g  p ro je c ts
Communication
Roads and b rid g es  
Railways
P o rt and n av ig a tio n  
C iv il  a v ia t io n  
B ro ad castin g  and te le v is io n
^Government o f  I r a q ,  M in is tiy  o f P lann ing , F i ^  T ear D eta iled  
Economic P lan , 1961-1966 (Baghdad; Government P re ss , I9 6 0 ) , pp. 11-U8.
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Works and Housing P rojects
B u ild in g  f o r  government departm ents 
B u ild in g  f o r  h e a l th  i n s t i t u t e s  
Housing p ro je c ts  
W ater supply  p r o je c t  
Sewerage
H alf o f  th e  above "D e ta iled  Economic Plan" was financed  by the  
o i l  revenue, and th e  o th e r  h a lf  was fin an ced  by lo an s and revenues from 
o th e r  so u rc e s .^
^ I b ld . ,  p . I48.
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CHAPTER 71.
CRITICAL EVALUATION AND CONCLUSION
I r a q ,  a f t e r  i t s  independence in  1932, faced  many economic o b s ta - 
c le s ,  in c lu d in g  th e  l im i ta t io n  on investm ent and th e  lac k  of c a p i ta l .  
T h is , o f  c o u rse , i s  due to  th e  f a c t  th a t  p ro d u c tiv ity  was low; per cap­
i t a  income was low; pu rchasing  power was l im ite d , and sav ing  very  sm all 
o r  n o n -e x is te n t .
D r. John E rn e s t ,  P ro fe sso r  o f Economics a t  th e  U n iv e rs ity  of 
Baghdad, r e c e n tly  made th e  fo llo w in g  sta tem ent about th e  I r a q i  economy 
f o r  th e  p e rio d  1920-19^0;
F o r th e  p e rio d  1920-19^0, th e  I r a q i  economy was in  ab so lu te  
economic s ta g n a t io n . The p u b lic  investm en t, which was composed 
o f  3 p e r  c e n t o f th e  t o t a l  n a tio n a l  income, p lu s  th e  p r iv a te
in v es tm en t, which was composed o f 3 p e r c e n t, made a t o t a l  o f
6 p e r  c e n t . The d e p re c ia tio n  f o r  th e  same period  was ^ per 
c e n t ;  th u s , th e  n e t investm ent was 1 p e r  c e n t , which equalled  
th e  in c re a s e  i n  th e  p o p u la tio n . This s i tu a t io n  le d  to  th e  com­
p le t e  economic s ta g n a tio n  f o r  th a t  p e rio d  and d id  not in c rease  
th e  p ro d u c tiv e  c a p i ta l .^
O ther economic o b s ta c le s  were th e  sm all s iz e  o f th e  domestic mar­
k e t s .  The lo c a l  m arket, on th e  o th e r  hand, p layed an im portan t ro le  in  
th e  economic development w ith  regard  to  th e  in d u s t r ia l iz a t io n  o f  th e  
c o u n try . Jap an , f o r  example, depended on i t s  dom estic m arkets f o r  i t s  
i n d u s t r i a l i z a t i o n ,  b u t  th e  dom estic m arkets in  I ra q  were sm all and did
n o t he lp  g iv e  in c e n tiv e  to  in d u s t r ia l iz a t io n  as they  d id  in  Japan . In
^John E rn e s t, og. c i t . ,  p . 3* 
^Lockwood, op. c i t . ,  pp. h99‘~$92.
Ih9
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a d d it io n  to  th e  above o b s ta c le s ,  th e  weakness o f th e  ta x a tio n  system and 
te c h n o lo g ic a l f a c to r s  were among th e  most im portan t f a c to r s  which a ffe c te d  
th e  economy in  g e n e ra l f o r  th e  p e rio d  from 1920-1950.
The p e rio d  1952-1960 i s  considered  one o f  th e  most no tab le  periods 
in  th e  modern h is to ry  o f  I r a q ’ s economic development.
In  F eb ru ary , 19^2, th e  Government o f  I ra q  signed a new p r o f i t -  
sh a rin g  agreem ent w ith  th e  o i l  companies o p e ra tin g  in  I ra q . A ccordingly, 
th e  o i l  revenue to  th e  I r a q i  Government jumped from $39.1 m illio n  in  1951 
to  $91.2 m ill io n  i n  1952 ( th e  agreem ent was signed in  F ebruary , 1952, bu t 
i t  was r e t r o a c t iv e  to  January  1 , 1951). T his in c re a se  in  o i l  revenue 
encouraged th e  I r a q i  Government to  c re a te  th e  Development Board, and th e  
l a t t e r  in v e s te d  70 p e r  cen t o f  th e  o i l  revenue in  th e  economic develop­
ment o f  th e  c o u n try .
S evera l econom ists b e lie v e  th a t  th e  most d i r e c t  o b s ta c le  to  d ev e l­
opment in  most o f th e  underdeveloped c o u n tr ie s  i s  th e  "sho rtage  o f funds 
f o r  c a p i ta l  f o r m a t i o n . T h e r e f o r e ,  o i l  revenue i s  considered  as th e  key 
to  I r a q ’s  p o t e n t i a l i t i e s  f o r  rap id  economic growth. According to  th e  
re p o r t  by th e  Clapp M ission , "The economic problem o f I ra q  i s  one o f 
t r a n s la t i n g  o i l  revenue in to  th e  r e h a b i l i t a t io n  o f th e  T lg ris-B u p h ra tes  
v a l lq y ." ^  The I r a q i  Government heeded t h i s  advice and a llo c a te d  a high 
p e rc en ta g e  o f  th e  o i l  revenue to  th e  a g r ic u l tu r a l  s e c to r  (dams, i r r i g a ­
t io n ,  d ra in ag e  system  and flo o d  c o n tr o l ) .
% u rk se , o£. c i t . ,  p . 2 ,
^Clapp M iss io n , an American eng in eerin g  m ission c a lle d  by th e  
I r a q i  Government to  stucfy th e  a g r ic u l tu r e ,  dams, and i r r ig a t io n  problems. 
A lso , s e e . Government o f I r a q ,  Development Board, Clapp M ission Report 
(Baghdad: Government P re s s , 1953)# P« 1*
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The p e rio d  o f 1952-1961 w itnessed  a rem arkable development* The 
p o p u la tio n  in c re a se d  by 3.U p e r  c en t in  1953 (1953 was chosen as a base 
-  100) j w ith  in c re a s e  in  n a tio n a l  income by l b . 7 per c e n t. The remark­
a b le  grow th o f  th e  I r a q i  economy was more c le a r  in  1961, in  which th e  
p o p u la tio n  in c re a se d  by 8 ,6  p e r  cen t w hile  th e  n a tio n a l income increased  
55 p e r  c e n t ,
I r a q  i s  regarded  as an a g r ic u l tu r a l  coun try , 65 p e r cen t o f i t s  
peop le  b e in g  engaged in  a g r ic u l tu r e .  The la b o r  fo rc e  in  in d u s try  was 
in c re a se d  from 66,000 w orkers i n  1951 to  90,291 workers in  195b, and 
t h i s  f ig u r e  in c re a se d  to  l6 0 ,0 0 0  workers in  I960. T h is , o f cou rse , i s  
due to  th e  c re a t in g  o f  new f a c to r ie s  and in d u s t r ia l  e n te rp r is e s ,  f o r  
example, cem ent, su g a r, sh o es, t e x t i l e s ,  b e e r  and e x tra c tin g  in d u s t r ie s .
The expansion in  th e  o i l  in d u s t iy ,  e s p e c ia lly  o i l  r e f in in g , has 
had a  d i r e c t  e f f e c t  in  in c re a s in g  th e  in d u s t r ia l  w orkers. This branch 
o f  th e  o i l  in d u s t iy  a lone  employed 17,000 workers in  I960 . On th e  o th e r 
hand, th e  m ig ra tio n  from th e  r u r a l  a reas  to  th e  c i t i e s  was increased  
d u rin g  th e  p e rio d  1952-1960. T his was a r e s u l t  no t only of th e  low in ­
come th e  w orkers were o b ta in in g  in  th e  a g r ic u l tu r a l  s e c to r ,  b u t a lso  o f 
th e  f e u d a l i s t i c  system  which was th e  dom inating a sp ec t in  th e  fa rm e rs ' 
l i f e  b e fo re  th e  enactm ent o f th e  A grarian  Reform Law by th e  R evolu tionaiy  
Government in  A ugust, 1958. The government, i n  accordance w ith  th e  new 
A g ra rian  Reform Law, se iz e d  th e  lan d  from th e  la n d lo rd s  and d is t r ib u te d  
i t  to  th e  p e a sa n ts  in  sm all farm s. A f te r  1952, a g r ic u l tu ra l  p roduction  
d ecreased  as a r e s u l t  o f  th e  bad h a rv e s t and d rough t, in  ad d itio n  to  th e  
d i f f i c u l t i e s  in  im plem enting th e  A grarian  Reform Law. But in  th e  long  
run  th e r e  i s  a  good hope th a t  I ra q  w i l l  in c re a s e  i t s  a g r ic u l tu r a l  p ro ­
d u c tio n  under th e  new a g r ic u l tu r a l  system , e s p e c ia l ly  when the  farm er
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f e e l s  t h a t  he owns th e  lan d  and i s  g iven support hy th e  government in
th e  form  o f  m o n ^ , w a te r , and management, accord ing  to  th e  new A grarian 
Reform Law,
Concerning fo re ig n  t r a d e ,  ex p o rts  were in  1961 only LO p e r cent 
o f  th e  1953 l e v e l .  T his d e c lin e  was due to  th e  bad h a rv e s t and drought 
which accompanied th e  y e a rs  1958-1961, as  w ell as th e  r e s t r i c t i o n  im­
posed by th e  government on th e  e x p o rta tio n  o f c e r ta in  commodities. A lso, 
th e  d i f f i c u l t i e s  in  im plem entation o f th e  A grarian  Reform Law, owing to  
th e  u n s ta b le  p o l i t i c a l ,  s o c ia l  and economical s i tu a t io n  in  1959, had a 
d i r e c t  e f f e c t  on a g r ic u l tu r a l  p ro d u c tio n .
O il revenue, on th e  o th e r  hand, in c reased  ty  8ii,8 per cen t com­
pared  w ith  1953. The in c re a se  was due to  bo th  th e  in c re a se  in  produc­
t io n  and th e  e re c t io n  o f  a new p ip e l in e  to  th e  M editerranean Sea and th e  
P e rs ia n  G ulf
TÆth regard  to  f in a n c ia l  i n s t i t u t i o n s ,  th e  f i r s t  s tep  in  th e  de­
velopm ent o f  th e  banking system  was th e  estab lish m en t o f th e  C entra l 
Bank o f  I ra q  in  1 9 k lt  which became th e  f in a n c ia l  and advisory  i n s t i t u ­
t io n  to  th e  I r a q i  Government in  th e  im plem entation of i t s  a g r ic u l tu r a l ,  
i n d u s t r i a l  and f in a n c ia l  program. The second fe a tu re  was the  in c re a se  
in  th e  a c t i v i t i e s  o f  th e  S ta te  banks, f o r  example, th e  A g ric u ltu ra l bank, 
th e  I n d u s t r i a l  Bank and th e  Mortgage Bank. These banks played an impor­
t a n t  r o le  in  th e  development o f th e  a g r ic u l tu r a l ,  in d u s t r ia l  and housing
^Petroleum  p r ic e s  were f ix e d  accord ing  to  1952 p ro f i t- s h a r in g  
agreem ent. The p r o f i t  o f th e  I r a q i  Government on Kirkuk o i l  on th e  I r a q -  
S^rdan b o rd e r was c a lc u la te d  a t  3 5 s, 6d , p e r long  ton  in  195 lf and l;Os. 
6d . in  1953 and th e r e a f t e r .  The corresponding  f ig u re  on th e  P e rsian  Gulf 
a t  Fao te rm in a l was 29s, irjd , and 3W# per long  to n , re s p e c tiv e ly .
A lso , see  U, N, Department o f Economics and S o c ia l A f f a ir s ,  Economic De­
velopm ent in  th e  M iddle E as t, 19L5-195L (New York: U. N. P u b lic a tio n s ,
19 55 ), p .
R e p ro d u c e d  with p erm iss ion  of th e  copyright ow ner.  F u r the r  reproduction  prohibited without perm iss ion .
153
program s.
Commercial banks were in c re a se d  trem endously during  th e  period  
1953- 1961,  from f iv e  p r in c ip a l  banks w ith  e igh teen  branches in  1951 to  
te n  p r in c ip a l  banks w ith  s ix ty  branches in  I960 . I t  i s  worth m ention­
in g  th a t  th e s e  banks p layed  a rem arkable ro le  in  developing fo re ig n  
t r a d e  and in  f a c i l i t a t i n g  c r e d i t  terras to  th e  I ra q  m erchants.
The second p a r t  o f t h i s  th e s is  i s  concerned w ith  th e  development 
o f  th e  o i l  in d u s t iy  and i t s  im pact on th e  I r a q i  econony.
The o i l  in d u s t iy  in  I ra q  c o n tr ib u te s  to  th e  econony of th e  coun­
t r y  i n  two wsys: ( l )  d i r e c t l y ,  through o i l  companies and through t h e i r  
lo c a l  spend ing , p ro v id in g  f u e l  f o r  th e  lo c a l  market and tr a in in g  of i n ­
d u s t r i a l  p e rso n n e l, and (2) in d i r e c t ly ,  through government investm ent 
o f o i l  r c y a l t i e s  and fo re ig n  c a p i ta l  borrowed on th e  s e c u r i ty  o f th e  
s te ad y  in flo w  o f  o i l  r o y a l t ie s .
L ocal spending by th e  o i l  companies had a secondary impact on 
dom estic b u s in e ss  a c t i v i t i e s  through th e  in c reased  demand re s u l t in g  from 
h ig h e r earn in g s o f  th e  company’s employees. Thus th e  development o f th e  
new in d u s t r ie s  and b u s in e ss  concerns f a c i l i t a t e d  th e  opera tion  o f some 
a t  a  low er c o s t .  I t  should  be m entioned, however, th a t  lo c a l  spending 
in  I r a q  by th e  o i l  companies was lim ite d  and i t s  im pact lo c a liz e d  mainly 
i n  th e  reg io n s  where th e  o i l  companies o p e ra ted .
The o i l  in d u s t iy ,  on th e  o th e r  hand, p rov ides a major source o f 
fo re ig n  exchange in  th e  form o f  o i l  revenue to  th e  government which 
en ab les  th e  co u n tiy  to  m ain ta in  commercial r e la t io n s  w ith  th e  r e s t  o f 
th e  w orld . A t th e  same tim e , a la r g e  share  o f  th e  im ports i s  f o r  th e  
u se  o f  th e  companies them se lves, o r  f o r  t h e i r  employees.
F u rtherm ore , th e  e x p e c ta tio n  of an in c re a se  in  o i l  revenue has
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made i t  p o s s ib le  f o r  th e  government to  o b ta in  fo re ig n  lo an s f o r  econo» 
Dde developm ent. P r io r  to  1937 th e  I r a q i  Government was re lu c ta n t  to  
borrow  from  abroad ; a f t e r  t h a t  d a te  and up to  1961 i t  d id  so f o r  econo- 
ndc developm ent. S ince  19^1 borrow ing has not been necessary , due to  
th e  l a r g e r  governm ental r e c e ip ts  from r o y a l t ie s .
In  19U7, th e  governm ent, u s in g  o i l  r o y a l t ie s  as a c r e d i t  f o r  i t s  
cu rren cy , o b ta in ed  a  t o t a l  o f  10 .7  m illio n  d in a rs  from fo re ig n  so u rces . 
At th e  p re s e n t  tim e I ra q  has a  good c r e d i t  s tand in g  and could re ly  on 
fo re ig n  borrow ing i f  and when needed.
In  th e  f i e l d  o f  investm en t th e  Development Board in v e s ts  70 p e r 
cen t o f  th e  o i l  revenue. The percen tage  o f investm ent was increased  
from 100 in  1953 (1953 ® 100) to  L30.1 in  1961. O il i s  help ing  to  b rin g  
m ajor changes i n  th e  econoDy o f I r a q .  The g re a t  dams which have been and 
a re  b e in g  b u i l t ,  th e  more e x ten s iv e  use  o f a g r ic u l tu r a l  machinery, and 
th e  in c re a s in g  use  o f  more e f f i c i e n t  methods o f p roduction  should in  th e  
n e a r f u tu r e  make I ra q  a com paratively  major producer and ex p o rte r of 
a g r i c u l tu r a l  p ro d u c ts . I t  i s  a ls o  no t in conce ivab le  th a t  b e fo re  the  
tu rn  o f  th e  c en tu ry , I r a q  w i l l  become f a i r l y  in d u s t r ia l iz e d .
The f i e l d s  o f  t r a n s p o r ta t io n ,  communication, housing, education  
and p u b lic  h e a lth  have taken  a high sh a re  o f th e  investm ent in  th e  c a p i­
t a l  works program in  th e  f i r s t  f iv e -y e a r  p lan  (1951-1956) and in  th e  
second f iv e -y e a r  p la n  (1955—I960)* I t  has been a llo c a te d  136 m illio n  
d in a r  ($ 3 8 l m illio n )  f o r  communication and lIiO m illio n  d in a r  ($392 m il­
l io n )  f o r  works and housing programs in  th e  d e ta i le d  economic p lan  fo r
th e  y e a rs  from 1961-1966.
I ra q  i s  n o t fa c in g  th e  problem  of exp losive  p o p u la tio n , and in  
th e  f u tu r e ,  investm en t o f o i l  r o y a l t ie s  w i l l  c o n tr ib u te  g re a t ly  to
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The o i l  in d u s try  has a lso  provided  o th e r  s e c to rs  o f th e  econony 
w ith  some e n tre p re n e u rs , s k i l le d  la b o r  and o th e r  tra in e d  in d u s t r ia l  p e r­
sonnel on a  narrow  s c a le .  The f a c t  th a t  th e  o i l  in d u s try  i s  h igh ly  
s p e c ia l iz e d  and employs only  a few I r a q i s  in  execu tive  p o s it io n s , has, 
however, g re a t ly  r e s t r i c t e d  th e s e  c o n tr ib u tio n s .
In  th e  f i e l d  o f  employment, petroleum  re p re se n ts  th e  only modem 
in d u s t iy  in  I r a q .  I t  su p p lie s  th e  c a p i ta l  and prov ides th e  power and 
raw m a te r ia ls  f o r  s e v e ra l  l i g h t  in d u s t r ie s  f o r  which th e re  i s  even now 
a r e a l  need . I t  employs 18,000 workers whose cash wages g en era lly  ex­
ceed th o se  p a id  to  w orkers in  o th e r  in d u s t r ie s .  A lso , i t  has helped to  
r a i s e  th e  p u rchasing  power o f  th e  lo c a l  consumers.
G enerally  speak ing , th e  o i l  in d u s try  has had two e f fe c ts  in  term s 
o f b o th  d i r e c t  and in d i r e c t  economic and so c ia l  b e n e f i ts .  A ll payments 
by th e  o i l  coiqpanies to  th e  I r a q i  Government and to  in d iv id u a ls  perman­
e n tly  re s id in g  i n  I r a q ,  a s w e ll as a d d itio n s  to  th e  in d u s try ’s gross 
sav in g s used  f o r  g e n e ra l improvement and expansion o f lo c a l  in d u s try , 
can be regarded  as d i r e c t  b e n e f i t s .  The in d i r e c t  b e n e f i ts  from th e  oper­
a t io n  o f th e  o i l  companies in c lu d e  emplcyment, education  and t r a in in g  
f o r  l o c a l  workers and housing program s. Thus, in  t h i s  case , th e  in d u s­
t i y  has le d  to  e x te rn a l  economics which means such ga ins as accrue to  
in d iv id u a l  f irm s  from  b ty in g  th e  p roducts and u sin g  th e  se rv ic e s  o f th e  
in d u s try  on th e  one hand, and on th e  o th e r  hand, from s e l l in g  th e  indus­
t r y  t h e i r  p ro d u c ts  and s e rv ic e s .
F u rtherm ore , th e  o i l  in d u s try  p rov ides i t s  own f u e l  and tra n s p o r ­
t a t i o n ,  as  c o n tra s te d  to  gold and i ro n  mining in  which cases fu e l  and 
t r a n s p o r ta t io n  a re  u s u a l ly  su p p lied  by e x te rn a l concerns.
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F in a l ly ,  i n  th e  lo n g  ru n , o i l  revenue -will p lac e  I ra q  in  a v e iy  
prom inent p o s i t io n  i n  th e  M iddle E a s t. Assuming th a t  I ra q  w il l  he ab le  
to  develop b o th  i t s  a g r ic u l tu r e  and i t s  in d u s t iy ,  i t  w i l l  mean th a t  ( l )  
i t  may become th e  w e a l th ie s t  co u n try  in  th e  M iddle E ast; (2) i t  w il l  
n o t have to  depend on o i l  a s  a prim ary source o f n a tio n a l income; and 
( 3 ) as a consequence, i t s  fo re ig n  p o lic y  w i l l  no t have to  be d ic ta te d  
by t h i s  one f a c to r  a lo n e , o i l .
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